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JANUARY 1969
Executive committee proposes ethics rule on APB Opinions
At its meeting in San Francisco, December 5-6, the AICPA executive commit­
tee approved submission of an amendment to the Code of Professional Ethics 
requiring members to disclose in their reports material departures from 
Opinions of the Accounting Principles Board. The ethics committee was re­
quested to develop suitable language for such an amendment for presentation 
to Council at its spring meeting.
The executive committee also:
• Authorized the president to appoint a research committee to review the 
planning committee’s paper on research (JofA, Sept.68, p.44), inventory 
existing research projects, and develop a co-ordinated approach to research. 
See also President Kent’s column this month on page 2.
• Deferred review of three proposed ethics opinions—on the definition of 
a client, independence in bank auditing, and educational seminars—until the 
January meeting of the executive committee.
• Decided to defer consideration of repeal or modification of the ethics rule 
forbidding the practice of accounting in corporate form, until reactions to the 
article on this subject in the December Journal are received.
• Approved a $10,000 contribution to finance the development of a "data 
bank” and an indexing system suitable for computer-retrieval process, to be 
situated at the University of Chicago under the direction of Professor Sidney 
Davidson. Through this bank "empirical research data in accounting” will be 
made available to persons doing accounting research.
Members urged to vote on bylaws change
A referendum ballot covering amendments to the AICPA bylaws was sent 
to each Institute member on December 16,1968. These ballots must be marked, 
signed and received at the Institute office by February 14, 1969. According to 
Section 5 of Article X V  of the bylaws, at least one-third of the membership 
must vote and two-thirds of those voting must approve the change for the 
amendments to become effective. Further information may be obtained from 
the AICPA membership relations staff.
2from  the President 
R A LP H  E. K EN T
Research—a co-operative effort
In The CPA Plans for the Future, John L. 
Carey said: "The present research activities of 
the accounting profession seem inadequate to 
meet the needs of the future. The resources de­
voted to research are pitifully small.”
Prompted by these observations the Institute’s 
planning committee went to work on the prob­
lem. The result was a position paper on research, 
the main points of which were condensed in the 
article by Justin Davidson in the September 1968 
issue of The Journal o f Accountancy.
The conclusion of that article warrants repeat­
ing: "Effective research will lead to the develop­
ment of new services and the improvement of old 
services by certified public accountants in firms 
of all sizes, as well as assisting members not in 
practice. It will protect the profession against 
failure to adapt to a changing environment and 
changing public needs. It will add to the prestige 
of the profession in business and financial circles, 
in government and in the academic community. 
It will help to secure the position of certified pub­
lic accountants as professional leaders in the 
broad field of accounting.”
The planning committee’s proposal for action 
stipulated that implementation of the program 
should be co-ordinated by a carefully selected 
committee drawn from different disciplines. At 
its December meeting, the executive committee 
approved the formation of such a committee and 
its charter membership (see box at right).
This is a beginning. Realistically, however, 
the more difficult phases of implementation are
ahead of us. One phase which requires our 
prompt attention is the matter of financing.
The Accounting Research Association was 
created in late 1967 as a means of providing a 
broadly based system of financial support for the 
various types of research which the profession 
must have. It seems obvious that research of com­
mon value to all members of the profession can be 
undertaken most economically through an organ­
ized program under Institute auspices rather than 
unco-ordinated action by individual firms.
The dues income of the ARA for the first year 
of its operation was $353,000— surely a hearten­
ing response. The simple fact, however, is that 
the research program of the Accounting Prin­
ciples Board alone cost $354,000 in that same 
year. And there are internal and external pres­
sures to accelerate the Board’s research activities. 
Further, it should be noted that this cost does 
not include the contributed time of members of 
the APB, which it is ( continued on page 4)
AICPA Research Committee
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3Maurice H. Stans named to Nixon Cabinet
Maurice H. Stans, who was president of the 
Institute in 1954-55, has been chosen by Presi­
dent-elect Richard M. Nixon as Secretary of 
Commerce. Mr. Stans will take up his new duties 
on January 20 with the inauguration of Mr. 
Nixon.
Since becoming a member in 1932, Mr. Stans 
has served the Institute in many capacities. He 
became a member of Council in 1947 and in 1948 
was appointed to the executive committee.
He was chairman of the committee on the CPA 
Handbook, to which he was also a contributor.
In 1952 Mr. Stans was named by the American 
Accounting Association to receive a national cita­
tion from Alpha Kappa Psi, professional busi­
nessmen’s fraternity. The following year, Illinois 
Wesleyan University made him an honorary 
LL.D. In 1954 he received the annual award of 
the American Institute of CPAs.
Mr. Stans began his career in accounting with 
the firm of Alexander Grant & Co. in Chicago. 
He studied accounting at night at Northwestern 
University while working in the daytime as a 
stenographer. Ten years after joining the firm he 
became senior partner.
Mr. Stans’ government service dates back to 
1953, when he went to Washington as an adviser 
to the House Appropriations Committee, which 
had undertaken a review of the federal budget. 
In 1954 he was financial adviser to the Post­
master General and was appointed Deputy Post­
master General in 1955. In 1957 he became 
Deputy Director of the Bureau of the Budget 
and in 1958, President Eisenhower appointed 
him Director of the Budget.
Since 1960, Mr. Stans has been engaged in 
investment banking.
He was a key financial adviser in the Nixon 
campaign staff.
A reminder from the liability committee
The number of claims against CPA firms— 
both small firms and large—is increasing. It is 
considered essential by the Institute’s committee 
on accountants’ legal liability that all firms, 
whether partnerships or sole proprietorships, 
adequately protect themselves by professional 
liability insurance.
The committee learned recently of a lawsuit 
against a small firm for $100,000. The firm has
no liability insurance. Even if it wins the case, 
legal fees and other costs will be substantial. 
If the firm had adequate liability insurance the 
costs of defense, as well as damages, would have 
been covered. The size of the client, or the fee 
received, is not a reliable basis for concluding 
that there is no exposure to liability or even that 
the risk is small.
Many CPA firms are insured, but in insufficient 
amounts. The usual minimum of $20,000 is con­
sidered by the committee to be far too little. How 
much coverage should a firm carry? One com­
mittee member says, "As much as it can get!” Less 
than $100,000 generally is regarded as inade­
quate in light of present economic conditions and 
experience. Coverage of $500,000 or $1 million 
is not too much.
Many state societies have plans through which 
their members may obtain liability insurance. 
Firms which are not now covered, or wish to 
increase their coverage, should first consult their 
state societies. Members whose state societies 
have no plans are welcome to such information 
and assistance as the Institute can provide.
In addition to liability insurance, protection 
against claims can be strengthened by the follow­
ing means:
1. Strict compliance with generally accepted 
auditing standards, as exemplified in Institute 
Statements on Auditing Procedure and industry 
audit guides. (These publications are admissible 
as evidence in court, and should have the effect 
of protecting members against imposition of un­
reasonable standards via the common law.)
2. Careful preparation of working papers, 
keeping in mind the possibility of their use as 
evidence in court.
3. Written agreements with clients covering 
the scope of service to be rendered and responsi­
bility assumed, with particular reference to any 
limitations imposed by the client on the scope of 
an audit. If the engagement is for auditing serv­
ices, it would be desirable for the letter or agree­
ment with the client to point out the limitation of 
the auditor’s responsibility for the detection of 
defalcations and other similar irregularities, as 
explained on pages 10 to 12, inclusive, of State­
ment on Auditing Procedure No. 33 issued by the 
Institute’s committee on auditing procedure.
There are many aspects of accountants’ legal 
liability which cannot ( continued on page 11)
4Three Institute members are expelled
A sub-board of the Institute’s Trial Board met 
at the Institute’s offices on August 13, 1968, and 
heard three cases against AICPA members for 
failure to co-operate with the committee regard­
ing retention of client’s records, advertising and 
incompatible occupations, and bribing IRS em­
ployees.
In the first case, the sub-board, continuing a 
hearing initially held on April 27, 1968, in Boca 
Raton, Florida, considered charges of the ethics 
committee that Forrest A. Kilgore, Jr., Post Of­
fice Box 751, Orlando, Florida, had committed 
an act discreditable to the profession in violation 
of Rule 1.02 of the Code of Professional Ethics 
in that he had failed to return books and records 
of a client after their return had been demanded, 
and that he had violated Article V, Section 4(g ) 
of the bylaws in failing to co-operate with the 
committee on professional ethics in its investiga­
tion of the complaint against him. Mr. Kilgore 
did not appear at the hearing, nor was he repre­
sented by counsel.
The sub-board found that Mr. Kilgore was 
guilty of the charges brought by the ethics com­
mittee and decided that he should be expelled 
from membership in the Institute. No request for 
review of the sub-board’s decision was filed, and 
Mr. Kilgore’s expulsion became effective on 
September 12, 1968.
In the second case, the sub-board considered 
the charges of the ethics committee that Vincent 
B. Comperatore, 1060 Clifton Avenue, Clifton, 
New Jersey, had violated Rule 3.01 of the Insti­
tute’s Code of Professional Ethics in causing to 
be issued, and concurring in the issuance of, a 
press release announcing the opening of his of­
fice for the practice of public accounting, and ad­
vertising his attainments and professional serv­
ices. The committee also charged that he had 
violated Rule 4.04, on incompatible occupations, 
by engaging in the occupations of insurance 
broker, real estate broker and mutual fund sales­
man conjointly with the practice of public ac­
counting. Mr. Comperatore appeared in his own 
defense.
The sub-board found Mr. Comperatore guilty 
as charged and decided that he should be ad­
monished with respect to his violation of the ad­
vertising rule. The sub-board discussed with Mr. 
Comperatore the possibility of his discontinuance 
of the incompatible occupations carried out con­
jointly with his practice of public accounting. He 
declined to discontinue these activities. The sub- 
board decided that, under the circumstances, he 
should be expelled from membership in the In­
stitute. Since no request for review of the sub- 
board decision was filed within the time provided 
in the bylaws, the sub-board’s decision became 
effective on September 12, 1968.
In the third case, the sub-board considered 
charges of the ethics committee that William 
Joseph Marks, Jr., 511 Cedarwood Drive, Cedar­
hurst, New York, had violated Article V, Sec­
tion 5, of the bylaws in having been convicted 
in federal court of bribing employees of the 
Internal Revenue Service. Mr. Marks appeared 
at the hearing in his own defense.
The sub-board found Mr. Marks guilty as 
charged and decided that he should be expelled 
from membership in the Institute. No request 
for review of the sub-board decision was filed 
and, accordingly, the expulsion became effective 
on September 12, 1968.
Ed. N o t e : The sub-board in each case decides 
whether the name o f the respondent shall be 
published in The CPA.
Research ( from page 2)
estimated would price out in excess of a million 
dollars a year if the time could be, and had to be, 
purchased.
Research incident to the work of the Account­
ing Principles Board is of recognized importance. 
But, as Mr. Davidson states in his Journal article, 
there is an urgent need for research in auditing, 
taxation, information systems and other areas. 
The development of a workable information re­
trieval system clearly would be of identifiable 
benefit to a great many Institute members.
It is possible that some will consider the plan­
ning committee’s proposals to be too broad in 
scope or more costly than the profession can 
afford. There are very few, however, who would 
want to argue that no organized research need 
be undertaken by the Institute except in areas of 
APB interest.
The present ARA dues schedule is adequate for 
our research requirements, provided we can ob­
tain a high level of enrollment by our member 
firms. We urge all firms to join in this co-opera­
tive effort. The research thereby made possible 
will benefit all members of the profession.
Announcing a Useful New Study 
for the CPA —Management Adviser
Management Services Technical Study No. 7:
Techniques for Forecasting Product Demand
The demand estimate is an important factor in production and inven­
tory control (as briefly noted in Study No. 6), but it is far from limited to 
that management area. In fact, the product demand estimate is a crucial 
key to planning and decision-making in many broad areas such as employ­
ment policy (based on future production plans), new product pricing 
(based on sales forecast), make-or-buy decisions, estimates of working 
capital requirements, and ultimately, the company’s profit plan and its 
entire budget structure.
This special study explores the product demand estimate in detail and 
shows how the accuracy of demand estimating can be improved. Using 
realistic case studies, it demonstrates how the CPA can combine the 
manager’s “hunch” with other relevant information (e.g. past data) to 
give more reliable estimates than either would give by itself.
The main text clearly develops the mathematical and statistical tech­
niques now available for demand estimating. These techniques—despite 
terms such as “exponential smoothing”—do not require advanced mathe­
matical abilities. They do, however, require a considerable degree of logical 
thinking which the CPA-adviser is well-suited to bring to busy company 
managers. Three additional case studies conclude the study.
Contents include: Using Past Data—The use of averages; Exponential 
Smoothing—Selection of the constant . . . The trend factor . . . Making 
allowance for seasonal fluctuations . . . Assessing a frequency distribution 
on the basis of historical data .. . Making use of past forecasting perform­
ance; Demand Forecasting for a New Product; Using “External” Informa­
tion; Mathematical Appendix. Case Studies.
Management Services Technical Study No. 6:
Practical Techniques and Policies for Inventory Control
This recent study discusses the two chief ways in which CPAs can 
help corporate clients in inventory control; first, by assisting manage­
ment in identifying the costs on which inventory policy must be based; 
and then, by bringing a fresh “outside” approach to inventory prob­
lems and identifying situations where change is required.
The text examines the many different types of inventory and dem­
onstrates the practical techniques for determining the relative costs 
involved. Many helpful formulas are given throughout the study and 
four realistic case studies are appended.
SEE OTHER SIDE FOR EARLIER STUDIES AND SPECIAL ORDER FORM
MANAGEMENT SERVICES TECHNICAL STUDIES
Earlier Studies Available
No. 1: Cost Analysis for Product Line Decisions—This introduction to pricing de­
cisions deals with cost behavior and prediction and examines some of the problems 
that arise in determining a useful measure of product costs. It demonstrates the 
major factors to be considered and shows how analytical skills may be applied to 
identify cost and profit relationships even under obscure conditions.
No. 2: Cost Analysis for Pricing and Distribution Policies—This study describes 
and illustrates the various types of analyses which CPAs may be called upon to per­
form in the pricing area. It discusses some of the theoretical concepts that are 
applicable in dealing with pricing problems and demonstrates how these concepts 
may be used in actual business situations.
No. 3. Analysis for Expansion or Contraction of a Business— This study examines 
the many factors which most be analyzed and weighed before a decision is made 
to expand or contract a business. It emphasizes the importance of defining long-term 
strategy and evaluating management’s capabilities and it shows how the CPA may 
use his skills to determine what changes in revenues, costs and capital requirements 
will result under certain conditions.
No. 4: Analysis for Purchasing and Financing Productive Equipment—This study 
examines the various ways in which the CPA may use his knowledge to help clients 
carry out a well designed and well executed capital expenditure program. It empha­
sizes the importance of carefully analyzing cash flows and alternative methods of 
financing in order to make the best possible investment decisions and avoid those 
which may prove to be ill-conceived or poorly timed.
No. 5: Analysis for Purchase or Sale of a Business—In order to assist clients in the 
purchase or sale of a business, CPAs must call upon all of their analytical skill and. 
judgment. They may also be asked to provide such additional advisory services as 
those of finder and negotiator. This study describes in detail the various steps and 
analyses which are part of the CPA’s role in this type of transaction.
A I C P A  M E M B E R  D I S C O U N T  O R D E R  F O R M
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, ........................  copies of Management Services
Technical Study No. 7 : T echniques f o r  F o re ca stin g  P ro d u ct Demand (0 6 9 7 )  
at $2.40. Payment is enclosed.
m e m b e r ’s  n a m e  ____________ __________ ____________________________________________________
F IR M _________________________________________________________________________________________
(If part of mailing address)
ADDRESS______________________________ ________________________________________________________
C IT Y ___ ____________________________ STATE___________________________ZIP____________________
Also send the following earlier studies at the discount prices shown . . .
_______No. 1: (0691) at $2.40 _______No. 4: (0694) at $2.40
— ____ No. 2: (0692) at $2.40 _______No. 5: (0695) at $2.40
_______No. 3: (0693) at $2.40 _______No. 6: (0696) at $2.40
____ _ _Post Binder (0690) at $2.80
(Please add 5 percent sales tax in New York City. Elsewhere in 
New York State, add 2 percent state tax plus local tax if applicable.)
Just Published—A New Volume in an 
Important Self-Study Series
An Auditor’s Approach to Statistical Sampling 
VOLUME 4: DISCOVERY SAMPLING
This new individual-study program will provide the auditor with a working 
knowledge of discovery (or exploratory) sampling—a method of determining 
and evaluating the significance of rare items when they are included in a sample.
The text builds on the basic concepts and techniques covered in Volume 1 
(An Introduction to Statistical Concepts and Estimation o f Dollar Values) and 
Volume 2 (Sampling for Attributes). The reader should therefore have com­
pleted these earlier volumes before studying this new material.
Using a step-by-step approach, the text explains how the auditor may design 
a sample which will give him a specified degree of confidence that rare items 
uncovered in the sample do not exceed a certain rate. Applicable probability 
tables are provided and examples of auditing situations are used to check on the 
accuracy of discovery sampling techniques which the reader is required to apply 
as he studies the material and follows the exercises.
No attempt is made to establish criteria for statistical precision and reliability. 
These are subjective considerations and should therefore be based on the audi­
tor’s judgment. The material does, however, offer practical training which will 
enable the auditor to apply the knowledge and statistical sampling skills he 
develops to actual auditing situations.
In addition to the programed learning text, the course includes a supple­
mentary text which will serve as a workbook and review manual as well as a 
reference for on-the-job use. List price $5.00.
DISCOUNT PRICE TO AICPA MEMBERS—$4.00
A note concerning this series on 
An Auditor’s Approach to Statistical Sampling
This series of programed texts is part of the continuing education 
program of the American Institute’s professional development division. 
It offers CPAs and their professional staffs a working knowledge of the 
important concepts and techniques of statistical sampling as they relate to 
practical auditing situations.
The self-study texts virtually insure successful results through the use 
of modern programed instruction methods which require the reader to 
absorb each step thoroughly before proceeding to the next. Practical as­
pects of the subject are given emphasis over the theoretical—thereby pro­
viding a quality of training which will enable the reader to work out actual 
field problems in this area without further instruction.
For a description of previous volumes in the series and a special 
AICPA member discount order form, please turn the page ...
An Auditor’s Approach to Statistical Sampling
VOLUME 1: AN INTRODUCTION TO STATISTICAL CONCEPTS 
AND ESTIMATION OF DOLLAR VALUES
This programed “primer” is designed for CPAs and staff members who have no 
statistical background or who have had only an elementary course in statistics. It 
provides a necessary foundation in statistical concepts and shows how the auditor 
may use unrestricted random sampling to estimate dollar values. List price $6.25.
DISCOUNT PRICE TO AICPA MEMBERS—$5.00
VOLUME 2: SAMPLING FOR ATTRIBUTES
Building on the basic concepts in Volume 1, this programed text deals with a type 
of statistical sampling that is widely used in such auditing activities as transaction 
testing and evaluation of internal control. Total emphasis is placed on a step-by-step 
demonstration of the use of attribute sampling techniques in actual situations. List 
price $5.00.
DISCOUNT PRICE TO AICPA MEMBERS—$4.00
VOLUME 3: STRATIFIED RANDOM SAMPLING
Assuming a basic grasp of statistical techniques (as provided in Volume 1 of this 
series), this programed text begins with a clear discussion of stratification including 
the reasons for using a stratified sampling plan and the various factors which must be 
considered. It provides a working knowledge of stratified sampling techniques which 
can be applied in a wide range of statistical estimating problems. List price $6.25.
DISCOUNT PRICE TO AICPA MEMBERS—$5.00
A I C P A  M E M B E R  D I S C O U N T  O R D E R  F O R M
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send me, at the special AICPA member discount prices shown, 
the Auditor’s Approach to Statistical Sampling volumes indicated below. My pay­
ment is enclosed.
----------VOL. 1: AN INTRODUCTION TO STATISTICAL CONCEPTS AND ESTIMATION
OF DOLLAR VALUES (6011/01) AT $5.00 EACH.
---------- VOL. 2: SAMPLING FOR ATTRIBUTES (6011/02) AT $4.00 EACH.
---------- VOL. 3: STRATIFIED RANDOM SAMPLING (6011/03) AT $5.00 EACH.
---------- VOL. 4: DISCOVERY SAMPLING (6011/04) AT $4.00 EACH.
---------- SPECIAL POST BINDER FOR THE SERIES (6010) AT $3.60 EACH.
MEMBER’S NAME__________________________________________________________ _
FIRM _________________________________________________________________________________ _
(if part of mailing address)
ADDRESS____________________________________________________________ _________________________
CITY________________________________ STATE___________________________ ZIP____________________
(Please add 5 percent sales tax in New York City. Elsewhere in 
New York State, add 2 percent state tax plus local tax if applicable.)
9State Society Planning Conference covers 
social legal and professional problems
At the Third State Society Planning Confer­
ence held in New Orleans on November 21-23, 
76 presidents-elect, presidents and executive di­
rectors from 46 societies heard AICPA President 
Ralph E. Kent urge state society-AICPA co­
operation in solving some of the problems cur­
rently facing the profession.
At the Saturday luncheon, President Kent em­
phasized the importance of having adequate lia­
bility insurance and recommended that state so­
ciety members participate in the liability insur­
ance plans that will be made available on a na­
tional basis. He also stressed the need for CPAs 
to give assistance to disadvantaged citizens who 
are now assuming greater economic responsibil­
ities, and recommended that the profession think 
carefully in reaching a decision on permissive 
incorporation of CPA firms.
AICPA state society relations committee mem­
bers Gordon Tasker (chairman), E. C. Leonard, 
Robert I. Corey and Harry Ward presided at 
various sessions of the meeting.
James L. Hayes, Dean of the School of Busi­
ness Administration at Duquesne University, pre­
sented workshops on state society administration 
and long-range planning. During the latter, the 
Executive Director of the Texas Society of CPAs, 
William Quimby, gave a progress report on a 
public relations project which his society is cur­
rently undertaking. Discussion periods followed 
each workshop.
Friday afternoon topics covered state societies 
and the profession. E. C. Leonard spoke on "Pro­
fessional Education: The State Society’s Role.” 
He recommended that societies familiarize them­
selves with the suggested requirements for educa­
tion in Horizons for a Profession, by Robert H. 
Roy and James H. MacNeill, and the AICPA’s 
position paper on "Academic Preparation for 
Professional Accounting Careers.”
Harry Ward talked about "Public Relations: 
AICPA-State Society Co-operation,” in which he 
discussed the use of AICPA PR material by state 
societies and the formation of a panel of speakers 
from each society who could talk before major 
business groups on topics of economic and social 
interest.
George Bernstein, Chairman of the Committee 
on Co-operation With the Urban Coalition, Phil­
adelphia Chapter of the Pennsylvania Institute 
of CPAs, discussed "The Profession’s Responsi­
bility in Civil Matters” and related how his chap­
ter provides accounting and management aid to 
entrepreneurs from the black community.
John Schumann, chairman of the AICPA ac­
countants’ legal liability committee, spoke on the 
' 'AICPA’s Legal Liability Plan.”
The purpose of the conference is to help each 
state society president-elect prepare for his year in 
office and to brief societies on programs and 
activities on which the AICPA and state societies 
should co-operate.
APB booklet sent to listed companies
A booklet explaining the role of the Account­
ing Principles Board, which was published in 
November by the American Institute, has been 
sent to chief executive officers of all companies 
on the New York Stock Exchange.
The covering letter by NYSE Vice President 
Philip L. West urges "the officials of listed com­
panies to familiarize themselves with the work 
of the Accounting Principles Board and to par­
ticipate actively in the coming developments of 
accounting principles.”
"The Accounting Principles Board” has also 
been sent to all companies listed on the Amer­
ican Stock Exchange, along with a statement 
from AICPA Executive Vice President Leonard 
M. Savoie. He explains that "As a function of 
the private sector, the [APB’s] role is to serve 
both the investing public and the business com­
munity. Pronouncements by the Board have been 
accelerated in recent years as a result of increas­
ing pressure for improved financial information. 
It is important, therefore, that its methods and 
objectives be clearly understood. This booklet 
was prepared with that purpose in mind. . .. ”
Copies of the booklet are available to mem­
bers on request.
British SEC not endorsed by
The Accountant
The October CPA carried a story (p. 3) headed 
"The Accountant (England) recommends a Brit­
ish SEC.” Unfortunately, we failed to note that 
the article carried a by-line, and therefore did not 
necessarily represent the views of the magazine. 
Also, the "endorsement” was qualified by the 
phrase, "should a similar institutional framework 
be adopted in the interests of British investors.”
10
John L  Carey Scholarship Fund 
to be a warded to Yale seniors
The executive committee has approved the 
creation of a special fund within the AICPA 
Foundation which will be used to provide an­
nual scholarship grants, in John L. Carey’s name, 
to members of the graduating class at Yale Uni­
versity. Recipients will be selected from those 
seniors planning to enroll in graduate programs 
in accounting with the intention of pursuing 
careers in professional accounting.
The methods to be followed in selecting the 
recipients will be developed by the AICPA di­
rector of education in co-operation with the ad­
ministration at Yale. Mr. Carey, an alumnus of 
Yale, will retire from his present post on the 
Institute staff as Assistant to the President on 
May 1.
Institute members will be invited to contrib­
ute to the John L. Carey Scholarship Fund. De­
tails will be mailed to the entire membership 
this month.
New video-tape PD courses from Canada
Two week-long courses in EDP Concepts and 
Auditing of EDP Systems using a video-tape for­
mat with hands-on computer exercises have been 
developed by the Canadian Institute of Chartered 
Accountants. These courses are in the process of 
being licensed to the AICPA professional devel­
opment division for showing in the United States. 
Barring unforeseen difficulty these courses will 
be available to state societies and for in-firm 
regional presentations in the fall of 1969.
Just as soon as the costs of these programs are 
established and other details have been com­
pleted, a brochure outlining the program will be 
sent to state society professional development co­
ordinators and professional development direc­
tors of firms.
Erratum
James P. Ould, Jr., should have been 
listed in the minutes of the annual meet­
ing (The CPA, Nov. 68, p. 9) as the newly 
elected Council member-at-large from 
North Carolina. He had been located in 
Virginia until last summer.
Institute committee directory ready
The 1968-69 list of AICPA officers, members 
of Council, committees and boards, staff organ­
ization and state society offices is now available 
in booklet form from the Institute.
The new booklet also contains the schedule 
of future annual and Council meetings of the 
Institute.
More states adopt provisions of 
Rules of Professional Conduct
An analysis, by the Institute’s professional 
ethics staff, of how the codes of 52 state societies 
compare with the AICPA Code of Professional 
Ethics indicates that the rules of professional 
conduct are becoming more nearly uniform. The 
previous analysis, made in January 1966 and 
published in The CPA (March66, pp.8-9), 
showed that there was 70 per cent uniformity. 
The 1968 analysis indicates that agreement has 
increased to nearly 80 per cent.
At present there are 22 state society codes 
which are identical to the Institute’s, an increase 
of ten since 1966.
The only rule of conduct having 100 per cent 
agreement among all state societies and the In­
stitute is Rule 5.03—prohibiting offers of em­
ployment to employees of other accountants. 
Other rules on which agreement is nearly com­
plete are those dealing with contingent fees 
(1.04), reporting responsibilities (2 .02), fore­
casts (2 .04), responsibility for employees (4.03) 
and incompatible occupations (4.04).
The rules which are least in agreement are 
those concerning use of work of others (2.01), 
reports—opinions and disclaimers (2 .03), use 
of name by others (4.02) and referrals (5.02).
The comparative analysis is in chart form and 
has been sent to state society executives, presi­
dents and ethics committee chairmen. A cover­
ing letter from the AICPA ethics staff points out 
that complete uniformity may never be achieved 
because "the Institute’s Code must necessarily be 
changed to meet new conditions and there is a 
time lag between amendments of corresponding 
state society rules, and because varying conditions 
of practice throughout the country might require 
additional society rules. . . . ”
Readers interested in obtaining copies of the 
chart should write the professional ethics divi­
sion at Institute headquarters.
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V-P Savoie addresses many audiences
"Improvements in corporate accountability are 
essential if the system is to continue flourishing,” 
Leonard M. Savoie, AICPA Executive Vice Pres­
cient, said in a recent talk at the City University 
of New York. "W e still have the freedom of 
action to adjust to the changing times without 
government coercion,” he said and urged the 
business community, the accounting profession 
and the academic world to continue in efforts 
to insure "the continued success of the American 
business achievement.”
Mr. Savoie has been speaking and writing on 
this theme and related topics since he joined the 
Institute staff a year and a half ago. In a continu­
ing program to reach a wide audience, Mr. Savoie 
has been active in his relations with outside 
groups. The December 1968 issue of the Finan­
cial Executive carries his article, "Financial Com­
munication: The Public’s Right to Know,” which 
is based on his talk in San Francisco last May be­
fore the National Industrial Conference Board.
In this article, Mr. Savoie discusses the prog­
ress the accounting profession is making in the 
way of establishing guidelines for uniform dis­
closure. And in the same issue New York Stock 
Exchange Vice President Philip L. West has a 
complementary article on "Information Disclo­
sure: What and When?” in which he discusses 
the guidelines established by the NYSE to aid 
corporate management in making disclosure de­
cisions.
Another publication, the Financial Analysts 
Journal, will publish "M eeting Consumer 
Needs,” a talk given by Mr. Savoie in Seattle last 
September before a joint meeting of the Wash­
ington Society of CPAs, the Financial Executives 
Institute and the Mortgage Bankers Association. 
Under consideration by Business Horizons is 
another article, "Dilemmas of Corporate Ac­
countability,” which is based on his D is­
tinguished Morton Wollman Lecture before The 
Bernard M. Baruch College of the City Univer­
sity of New York in November.
Reaction to Mr. Savoie’s speeches and articles 
has been warm. After his talk to the Financial 
Executives Institute, New England chapter, last 
month for example, Robert E. Neilson, chapter 
president, said in a letter:
"You made us all very much aware of the full 
scope of what the Accounting Principles Board
is undertaking, and we were all impressed with 
both the immensity of the task and the progress 
that is being made. Even though we can’t always 
agree with the pronouncements made by the 
Board, the Institute does deserve our whole­
hearted support in its work.”
Reminder ( from page 3)
be discussed within the space limitations of this 
reminder. However, the Institute’s librarian will 
gladly give any member references to published 
material on this subject. The liability committee 
and the staff also stand ready to do whatever they 
can to help members who have problems in this 
area.
Members who have suits (or counterclaims) 
filed against them raising questions of profes­
sional liability are urged to have their counsel 
bring such suits to the attention of counsel for 
the Institute. The Institute’s counsel are conduct­
ing, at the Institute’s request, a continuing study 
of the problems of accountants’ professional lia­
bility for the purpose of finding ways in which 
the Institute can usefully deal with such prob­
lems, for example by participating in particular 
cases as a friend of the court (with the consent 
of the member concerned). In order for the Insti­
tute to be able to move effectively in this field it 
is important that the Institute’s counsel be as 
fully informed as possible about professional 
liability claims against accountants.
Since information about cases that have been 
terminated, whether by settlement or by judg­
ment, can also be useful in connection with the 
continuing study of the problems of accountants’ 
professional liability, members are also urged to 
notify the Institute’s counsel about any such suits 
against them which have been disposed of during 
the last four years.
Any information so furnished to the Institute’s 
counsel about either pending or completed cases 
would be kept confidential by them and would 
not be referred to any committee of the Institute 
or any of the staff, or used for any purpose with­
out consent of the member concerned or his 
counsel.
Correspondence should be addressed to: Legal 
Counsel—Personal, American Institute of Certi­
fied Public Accountants, 666 Fifth Avenue, New 
York, New York 10019.
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Survey tallies CPAs in political office
Of the 43 CPAs known to be holding state 
and local government offices, seven fill state 
financial posts and ten are state legislators. A 
survey of state CPA societies conducted by the 
Institute’s state society relations staff —  which 
elicited replies from 23 societies—indicates that 
CPAs hold all kinds of political office, ranging 
from town councilman to majority leader of the 
state legislature.
In several states CPAs head the state financial 
units. For example, in Arizona, Ira Osman is 
auditor general; Leo Benedict is state treas­
urer; and Donald Olson is state budget direc­
tor.
In Maine, Rodney L. Scribner resigned as a 
member of the State of Maine House of Repre­
sentatives to accept the state civil service posi­
tion of deputy director of finance; in Kentucky 
Albert Christen is the state’s commissioner of 
finance; in Mississippi Hamp King is beginning 
his second term as state auditor; and in Colorado 
John Proctor is state auditor.
CPAs holding state legislative posts are the 
 following: William E. Coombs, a member of the
California State Senate; Richard Lamm, Colo­
rado legislator; Richard C. Loux, the Minority 
Floor Leader in the Kansas House of Represen­
tatives; Emil Lockwood, Majority Leader in the 
Michigan Senate; Frank V. Wierzbicki, a mem­
ber of the Michigan House of Representatives; 
Arnold D. Gruys, a member of the Minnesota 
House of Representatives; James Flannery, a 
member of the Ohio House of Representatives; 
Joseph P. Vigorito, Pennsylvania Congressman; 
John O’Brien, a member of the Washington 
House of Representatives (he has served several 
terms each as Majority Leader, Democratic Floor 
Leader and Speaker of the House) ; Harold V. 
Froelich, Wisconsin State Assemblyman and 
Speaker of the Assembly for 1969-70; and Pat­
rick H. Meenan, a member of the Wyoming 
House of Representatives.
In addition, 26 CPAs hold the following local 
public offices: members of state boards or com­
missions, other than accountancy boards (5 ) ,  
members of town school boards or state boards 
of education (4 ) ,  city councilmen and aldermen 
(7 ) ,  mayors (5 ) and city or county treasurers, 
auditors and directors of finance (5 ) .
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Highlights of AICPA executive committee meeting
At its meeting in New York, on January 20-21, the AICPA executive com­
mittee authorized the establishment of an Institute tax magazine. Market tests 
will be conducted to determine the support for such a periodical. The action 
was taken on recommendation of the executive group of the taxation division.
The committee considered the possibility of amending the Code of Profes­
sional Ethics to permit practice in the form of a professional association. As 
part of its continued consideration of the matter, the executive committee asked 
the ethics committee, in consultation with a subcommittee of the liability com­
mittee and Matthew F. Blake, chairman of the executive committee’s sub­
committee on incorporation, to prepare a revision of Rule 4.06 for considera­
tion at the executive committee’s March meeting.
The committee received a report from the ethics committee regarding a pro­
posal to amend the Code to require disclosure of departures from Opinions of 
the Accounting Principles Board. Implementing language will be considered by 
the ethics committee and, if approved, the amendment will be referred to the 
executive committee for presentation to Council at its spring meeting.
In addition, the committee approved in principle a series of recommenda­
tions from the insurance committee to increase the maximum coverage available 
through the Group Insurance Plan under the AICPA Insurance Trust.
Balloting to date indicates approval of bylaws change
Returns from more than the quorum requirement (one-third of the member­
ship) give a 95 per cent "yes” vote to the proposed amendments to the AICPA 
bylaws, virtually ensuring their adoption. Ballots were sent to all AICPA mem­
bers on December 16, and will be counted if received by February 14. For a 
special report on the proposed revision, see the July-August CPA.
Third-year Medicare audit contract is not acceptable
At its January 7-9 meeting, the AICPA committee on health care institutions 
reviewed the Blue Cross Association’s revised August 1968 "Agreement with 
Public Accounting Firm for Audits of Records of Providers of Services.” 
This is the BCA’s proposed contract for third-year Medicare audits.
The committee unanimously agreed that the contract was not acceptable 
because certain of the prescribed reporting requirements, involving audits 
with a limited scope, were not appropriate. The problem involves the ex­
pression of negative assurances by the independent auditor. The committee 
is advising BCA and the Social Security Administration of its views.
2from the President 
R A LPH  E. K EN T
Recruitment from minority groups—now!
"Encourage, assist, hire young black people 
and get them involved in the profession of public 
accounting.” So comments University of Massa­
chusetts Assistant Dean Lawrence A. Johnson in 
a recent issue of the Massachusetts CPA Review.
At our annual meeting last October we identi­
fied recruitment from minority groups as one of 
our profession’s compelling needs. To co-ordi­
nate and escalate our efforts, we have now ap­
pointed the AICPA committee for recruitment 
from minority groups. Chaired by Edwin R. Lang, 
the committee at its first meeting in January 
discussed its declared objective of facilitating the 
entry into the profession of members of minority 
groups. This objective will continue until it is 
clear that equality of opportunity in the account­
ing profession has been fully accomplished.
In a self-examination of Dean Johnson’s four- 
point challenge, let us relate some of the actions 
the Institute has learned are being taken by mem­
bers, as well as point up some specific problem 
areas.
Encourage: According to the U. S. Department 
of Health, Education, and Welfare, only 116 of 
the graduates in 1966 from the 82 predominantly 
Negro four-year colleges and universities ma­
jored in accounting. Obviously, very few of this 
class could foresee career possibilities in account­
ing and, consequently, turned to other fields.
With realistic encouragement now and in the 
future we can reasonably expect many times the 
number of accounting majors to graduate from 
the 136,072 students who enrolled in the fall of
1967 at these 82 schools. The problem of at­
tracting accounting majors to our profession is
truly our own, but we have the advantage of 
offering a professional service career. Service 
careers— in teaching, ministry, medicine and law 
—traditionally have been sought by college-edu­
cated Negroes.
Assist: Of primary importance is assistance in 
the building of strong accounting departments at 
predominantly Negro colleges. This is being un­
dertaken by several member firms through finan­
cial grants, faculty internships, consultation and 
guest lectures.
Individual firms are increasingly offering 
scholarships for Negroes majoring in accounting 
at undergraduate and graduate schools— to the 
advantage of all. Additionally, financial assist­
ance is being given to the Consortium for Grad­
uate Study in Business for Negroes, but as ad­
missions increase so does the need for funds.
Also helpful are the contributions of members 
to College Placement Services, Inc. in upgrading 
the counseling and placement service and facili­
ties at predominantly Negro colleges.
Hire: The credibility gap persists as an ob­
stacle in the recruiting of young black people to 
our profession even though we are making in­
roads in the face of intensive competition from 
other fields of endeavor. The gap will close only 
if justified by increasing numbers of successful 
employments, certifications and earned pro­
motions.
Involve: This is the culmination of it all. As 
the end-result of effective interaction from en­
couraging, assisting and hiring, involvement will 
emerge. However, it must be recognized that 
truly productive and satisfying involvement of 
newly hired disadvantaged people will inevitably 
take time. It will almost surely require specialized 
training programs by the employing firms and by 
Institute and state society professional develop­
ment personnel.
We cannot await miracles to correct errors and 
neglect of the past. Rather, we must maximize 
our efforts to bring real opportunities now to 
those who have so long been denied.
We welcome reports of positive action pro­
grams, as well as suggestions and proposals for 
Institute action.
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3A reader writes on the CPA 
as advocate in tax practice
I was interested to read the article by Leonard 
M. Savoie in the December 1968 issue of The 
CPA (pp.5-7), based upon his report to Council. 
I respectfully differ with his comments on 
whether or not a CPA is an advocate in his tax 
practice. Mr. Savoie states that "the public is 
skeptical of double standards, one proclaiming 
independence, the other encouraging advocacy,” 
and implies that our position as advocate in tax 
practice is outmoded. In my opinion, the CPA 
representing his client before the Internal Reve­
nue Service should never take an adversary (hos­
tile) position. Both the accountant and the Serv­
ice representative should deal honestly and can­
didly with the issues raised. On the other hand, 
the CPA has both the right and the responsibility 
to be an advocate for his client with respect to 
any position for which he has reasonable support. 
I use the word "advocate” in its classic diction­
ary meaning of "one who pleads the cause of 
another.”
The CPA’s role as an advocate when represent­
ing clients before the Internal Revenue Service 
should not be confused with his role as an inde­
pendent expert in the attest function. The Inter­
nal Revenue Service has (in TIR 954, 1/5/68) 
categorized CPAs as appearing as "advocates” 
when representing clients before it. Further, the 
AICPA committee on professional ethics specifi­
cally deals with the CPA’s ethical position in tax 
practice in its Opinion No. 13. This opinon states 
clearly that the ethical rules relating to the exam­
ination of financial statements (including inde­
pendence) have no application to tax practice. 
The opinion affirms specifically that the CPA’s 
signature on the jurat of tax returns does not con­
stitute an "opinion on financial statements” with­
in the meaning of our Code of Professional 
Ethics. It concludes with these words: "In tax 
practice, a member or associate must observe the 
same standards of truthfulness and integrity as 
he is required to observe in any other professional 
work. This does not mean, however, that a mem­
ber or associate may not resolve doubt in favor of 
his client as long as there is reasonable support 
for his position.”
It is clear, rather than acting in a position of 
"independence,” the CPA acts properly in tax 
practice as an advocate for his clients. Mr. Savoie
has entitled his remarks "Marketing Myopia.” 
Certainly when discussing shortsightedness in a 
marketing operation, it is essential to take into 
consideration the right of the "customer” to pro­
fessional service and the posture of competitors. 
Unlike the attest function, which is primarily 
within the CPA’s sphere of practice, CPAs are not 
the only profession authorized to practice before 
the U. S. Treasury Department in tax matters. 
Under Treasury Department Circular 230, which 
governs the conduct of all practitioners practicing 
before the IRS, both attorneys and CPAs are 
automatically entitled to represent clients before 
the Internal Revenue Service. It is of interest to 
note that Opinion 314 of the ethics committee of 
the American Bar Association relating to repre­
sentation of clients by attorneys before the Serv­
ice states that "as an advocate before a service 
which itself represents an adversary point of 
view, where his client’s case is fairly arguable, a 
lawyer is under no duty to disclose its weaknesses 
(or) to prejudice his client’s rights.”
I agree that high standards in tax practice are 
necessary and a desirable goal. However, while 
the CPA must always be truthful and not conceal 
information, there is no question in my mind that 
he functions as an advocate for his client when 
representing him before the Internal Revenue 
Service. His role in this area should not be con­
fused with his role as an independent expert in 
the attest function.
Bernard Barnett 
Oppenheim, Appel, Dixon & Co.
New York City
... and Mr, Savoie replies
Mr. Barnett’s letter differing with my com­
ments on the CPA’s role in tax practice is a good 
presentation of his case.
Semantics have an important part in the image 
that the profession presents to the public. The 
use of the word "advocacy” is sure to cause many 
to see a conflict in the CPA’s role in tax practice 
and his position as an independent and objective 
reporter in auditing practice.
This apparent conflict is hard to explain and 
it is even harder if we ourselves keep referring 
to an advocacy role. It might be easier if we 
stopped referring to advocacy and started talking 
about "representing” clients or if we used some 
other term. While a change in terminology would 
not remove all of the ( continued on page 11)
41968 firm directory has 
new basis for listing
The 1968 geographical directory of accounting 
firms and individual practitioners represented in 
the American Institute has just been published by 
the Institute. It departs from earlier editions in 
that it lists firms only if all partners are members. 
Previous issues of the directory included firms if 
any partner was an Institute member. The change 
in policy was adopted by the executive commit­
tee to prevent the possibility of misunderstanding 
the nature of the directory.
Another innovation in this edition is the use 
of an asterisk before a name to indicate member­
ship in the Accounting Research Association. 
Dues paid to the ARA are used to finance the 
AICPA accounting research program. The book­
let is free to AICPA members.
Fall CPA examination sets new highs
The November 1968 Uniform CPA Examina­
tion set some new records, according to figures 
compiled by the American Institute’s examina­
tions division. The previous records had been 
held by the November 1967 examination.
The number of candidates sitting for the four- 
part examination totaled 19,445, an increase over 
the previous high of 17,814, and the number of 
papers written by the candidates jumped to 
70,731 from the former high of 63,585.
As the tabulation below indicates, the number 
of papers written has almost doubled in the last
8½ years, from over 36,000 for the May 1960 
examination to nearly 71,000 for the test last 
November.
College and university enrollments are now 
feeling the effects of the postwar population 
boom, which in turn is pushing up the numbers 
of candidates sitting for the CPA examination. 
The accounting profession is feeling the effects 
of this increase, as can be measured by the swell­
ing ranks of the AICPA membership, which 
totaled 66,376 as of January 1, 1969.
Sub-board admonishes member 
for violating ethics Rule 2.02
On September 2, 1968, a sub-board of the 
Institute’s Trial Board met to consider the 
charges of the ethics committee that Francis A. 
Krause, 144 West Madison Street, Waterloo, 
Wisconsin, had violated Rule 2.02 of the Code 
of Professional Ethics, and that his certificate 
as a CPA had been suspended for 30 days by 
the State of Wisconsin Accounting Examining 
Board. Mr. Krause appeared at the hearing and 
was also represented by legal counsel.
The sub-board found that the charges were 
proved and decided that Mr. Krause should be 
admonished and his name disclosed in the state­
ment of the case published in The CPA.
Since no request for review of the sub-board 
decision was filed within the time permitted by 
the bylaws, the decision became effective on 
October 2 ,  1968.
TABULATION OF CPA EXAMINATION CANDIDATES AND PAPERS
Year
May
Candidates
November May
Papers
November
1968 16,444 19,445 57,999 70,731
1967 15,210 17,814 51,600 63,585
1966 15,227 16,809 51,591 59,592
1965 15,211 17,194 52,459 60,982
1964 14,173 16,813 49,414 59,831
1963 13,110 15,611 44,930 55,437
1962 11,935 14,405 37,977 50,147
1961 12,382 13,794 38,877 45,626
1960 11,509 13,969 36,313 45,452
Data for papers prior to November 1962 exclude New Jersey and Maryland. All candidate 
numbers include these two states.
When your clients want hard facts and advice on EDP, 
here's how to make it easier on yourself. ..
AUERBACH COMPUTER NOTEBOOK 
FOR ACCOUNTANTS
The A u e r b a c h  C o m p u t e r  N o t eb o o k  f o r  A c c o u n t a n ts  is widely 
known to be the best available reference work on EDP systems. Now—  
with the inclusion of a monthly newsletter covering significant EDP devel­
opments— this unique subscription service becomes even more valuable 
to Institute members in public practice.
The N o t eb o o k  provides— in handy, looseleaf format— complete de­
scriptions, graphic comparisons and objective evaluations of more than 
80 existing computer systems. Each system is discussed in terms of general 
scale and orientation . . . capabilities of the central processor and peri­
pheral equipment. . .  optional features . . .  available software . . .  principal 
advantages and drawbacks as related to competitive systems . . .  and price 
data on each component.
The continuing service includes monthly “Report Updates” which 
quickly make subscribers aware of new systems as well as changes in 
existing systems. “Special Reports for the CPA” are also distributed at 
timely intervals in order to provide in-depth information on current appli­
cations of computer technology . . . oriented to the interests and needs of 
the professional accountant.
A s noted above, another informative feature has been added to the 
A u e r b a c h  C o m p u t e r  N o tebo o k  fo r  A c c o u n t a n t s . Subscribers now 
receive “What’s New in EDP”— a monthly newsletter which digests and 
interprets significant developments in the computer field of particular 
interest to the CPA in public practice.
This reference service is identical to the service sold to individuals at 
a regular cost of $190 per year (without the “Special Reports for the 
CPA”) . But AICPA members in public practice may subscribe to the full 
service— on a no-risk, 2 -week approval basis— for only $80 per year.
ORDER FORM—-FOR AICPA MEMBERS IN PUBLIC PRACTICE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send us the A u e r b a c h  C o m p u t e r  N o t e b o o k  f o r  A c c o u n t a n t s  
at once and enter our subscription to this monthly service at the special reduced price 
of $80 per year. We understand that if we are not completely convinced of its 
usefulness, we may return the N o t e b o o k  within two weeks after receipt and cancel 
the subscription—without obligation.
□   Payment enclosed* □  Please send bill
MEMBER’S NAME______________________________________________________________________
FIRM____________________________________________________________________________________
ADDRESS_______________________________________________________________________________
CITY_________________________________STATE__________________ ZIP CODE_______________
*If you send payment, please add 5 percent sales tax in New York City, Else­
where in New York State, add 2 percent state tax plus local tax if applicable.
PLEASE SEE ADDITIONAL DETAILS ON REVERSE SIDE
Here are the main features of the 
AUERBACH Computer Notebook for Accountants 
which make it a uniquely sound investment 
for the CPA in public practice:
COMPUTER NOTEBOOK
USER’S GUIDE— Offers you detailed, easy-to-follow suggestions 
for using the service to maximum advantage.
COMPUTER DESCRIPTIONS— Provides comprehensive, objec­
tively compiled data and impartial evaluations of more than eighty 
digital computer systems. Each system is discussed in terms of gen­
eral scale and orientation. . .  capabilities of the central processor and 
peripheral equipment. . .  optional features . . .  capabilities for simul­
taneous operations . . . available software . . . and principal advan­
tages and drawbacks in relation to competitive systems.
COMPARISON CHARTS— Over 100 pages with facts and figures
—  systematically arranged and presented in standardized formats—  
which will enable you to make quick and accurate comparisons of 
hardware and software characteristics, equipment rentals for stand­
ard configurations, and system performance.
GLOSSARY OF TECHNICAL TERMS— Specially prepared for 
the CPA, this 700-term glossary will serve both as a source of instruc­
tion and as a continuing reference. It includes easy-to-understand 
definitions, extensive cross-references, and numerous explanatory 
notes and examples.
MONTHLY SUPPLEMENTS
“Report Updates” keep your Notebook current by providing you 
with detailed information on new systems as well as changes in exist­
ing systems. They also update wherever necessary the information 
which appears in charts and previously published reports.
New and significant developments in the computer field are now 
summarized in a separate, monthly newsletter, “What’s New in 
EDP”. It will describe and analyze noteworthy advances in EDP 
equipment, software, techniques and applications— especially those 
of particular interest to the accounting profession.
SPECIAL REPORTS FOR THE CPA
These reports, prepared at the direction of a special editorial board 
appointed by the American Institute, provide a combination of tech­
nical and nontechnical information which will help you develop 
greater expertise in the applications of computer technology to ac­
counting, auditing and management services.
PLEASE SEE ORDER FORM ON REVERSE SIDE
Announcing the first in a series of useful 
Studies in Federal Taxation . . .
Tax Study No. 1:
Tax Guide for Incorporating 
A Closely Held Business
Harry Z. Garian, CPA
This comprehensive and practical guide presents the tax and non-tax fac­
tors which should be weighed in the decision of whether or not to incorpo­
rate a going business.
The main text examines the complex questions involved in the incorpo­
ration transaction, such as: Should the business be incorporated or remain 
unincorporated? . . . How should a going business be incorporated? . . . 
What should be done to insure a good beginning? . . . What are the poten­
tially costly problems of winding up the old organization? . . .  How should 
they be handled?
In addition to providing guidance in analyzing the pros and cons of 
incorporation, the guide offers tax-planning suggestions (not “gimmicks”) 
to help the CPA arrange the corporate structure so as to maximize tax 
advantages and minimize or avoid the disadvantages of the corporate form.
Non-tax factors are discussed in sufficient detail to point out their 
importance and need for attention. It is stressed that these factors may in 
some cases be more important than the tax factors.
An unusually practical feature of this study is its appended case history 
which takes the reader through a 108-point incorporation questionnaire 
and the report on the incorporation study. The questionnaire makes a valu­
able checklist to insure coverage of all important matters connected with 
the incorporation study. It also serves as a reminder of tax planning oppor­
tunities. Many useful exhibits and tables are included for convenient 
reference. 281 pages. (Post Binder for Tax Studies is available. *)
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen:
Please send m e_____ copy of Tax Study No. 1: T a x  G u id e  f o r  In c o r p o r a t in g  a
Cl o s e l y  H e l d  B u s in e s s  (0590/01) at member’s discount price of $3.20.
*Also send_____ Post Binder (0590) at $2.80.
MEMBER’S NAME__________________________________________________________
FIRM_____________________________________________________________________
(if part of mailing address)
ADDRESS__________________________________________________________________
CITY.________________________________ STATE__________________ ZIP CODE_______________
(Please add 5 percent sales tax in New York City. Elsewhere in 
New York State, add 2 percent state tax plus local tax if any.)
9Amendments to Form Bill extend 
CPA's attest function to new areas
The executive committee recently approved 
amending the Institute’s Form of Regulatory 
Public Accountancy Bill to (1 ) broaden the sta­
tutory regulation of the attest function beyond 
the expression of opinions on financial statements 
and (2 ) prevent unlicensed persons from making 
attestations while at the same time indicating 
that they have expert knowledge in accounting 
or auditing.
The Form Bill, which is intended as a guide to 
CPA societies planning legislative action, incor­
porates Council’s broad policies in specific statu­
tory language, which may be modified by the 
societies to meet local conditions. The new 
amendments were drafted by the AICPA com­
mittee on state legislation, with the assistance of 
legal counsel, to reflect the position taken in "A 
Description of the Professional Practice of Certi­
fied Public Accountants” (see JofA, Dec.66, 
p.61) that was approved by Council in 1966. 
Sections 15 (g ), (h ), and (i) of the Form Bill 
are affected by the revisions.
That "Description” calls the attest function— 
which has traditionally related exclusively to the 
expression of opinions on financial statements— 
the CPA’s distinctive role. The policy statement 
goes on to say that "this distinctive role has inevi­
tably encouraged a demand for the opinions of 
CPAs on a wide variety of other representation, 
such as compliance with rules and regulations 
of governmental agencies, sales statistics under 
lease and royalty agreements and adherence to 
covenants in indentures.”
Until now the Form Bill focused solely on the 
expression of opinions on financial statements, 
which was in keeping with the statement of policy 
approved by Council in 1956.
The new amendments, where enacted, would 
bring the application of the attest function to new 
areas under state control; they would provide 
state boards of accountancy with greater flexi­
bility in outlining educational requirements for 
the CPA certificate, the content of the CPA exam­
ination, and the enforcement of codes o f  profes­
sional ethics.
Although the amendments would prohibit un­
licensed persons from indicating that they had 
expertise in accounting or auditing, they would
not prohibit a private or government official or 
employee from signing his name, with his title, 
to statements or reports relating to the affairs of 
his organization.
State societies have been alerted to the changes, 
which are at present being put in final form by 
the state legislation committee and the Institute 
staff.
Professional corporation 
upheld in tax litigation
The Tenth Circuit Court of Appeals in Denver, 
Colorado, has affirmed a lower U.S. court ruling 
which held that a group of professional men such 
as doctors or lawyers may organize a group prac­
tice so as to be taxed as a corporation.
The Court declared invalid the Treasury’s so- 
called Kintner Regulations, which made it diffi­
cult for organizations of professional men to 
qualify as corporations for tax purposes.
The Appeals Court followed the reasoning of 
the District Court in rejecting a Treasury argu­
ment that organizations of professional men, 
even professional service corporations, must be 
taxed as partnerships and not as corporations, 
unless they have the corporate characteristics 
specified in the Regulations.
Appeals on the issue are also pending in two 
other Circuit Courts.
Tax Return Reminder
Each AICPA member should be sure 
to state his occupation as “CPA” on his 
1968 personal income tax return, and 
all personal returns for ensuing years. 
As explained in the December 1968 CPA 
(p.3), this designation will enable the 
Internal Revenue Service to list CPAs 
separately in its publications on income 
statistics. Until now the IRS has lumped 
CPAs’ earnings together with income fig­
ures for accountants, auditors and book­
keepers, a category which has consist­
ently been at the bottom of the earnings 
charts. Published statistics for 1968 in­
come will be available from the IRS in 
the fall of 1970.
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ARA 1968 membership surpasses goal
Sixteen months after the establishment of the 
Accounting Research Association, the total 
membership stood at 3,828, far surpassing the 
goal of 3,000 set for 1968 by ARA president 
Matthew F. Blake at the 1968 spring Council 
meeting. Dues revenues of the association to­
taled $368,225 for the year ending December 
31, 1968.
As explained by President Kent in his CPA 
column last month, the present ARA dues sched­
ule (see box below) is "adequate for the AICPA 
research requirements, provided the ARA ob­
tains a high level of enrollment” by Institute 
members. By mid-January new and renewed 
memberships totaled 2,608, which represents 
$289,957.50 in 1969 dues revenues.
The ARA was formed in September 1967 to 
finance the work of the Institute’s accounting 
research division and the significant functions of 
the Accounting Principles Board. Its long-range 
program is to provide funds for a full-scale pro­
gram of research "embracing not only financial 
accounting, but auditing, taxation and tax ac­
counting, management information systems and 
management of accounting practice.” While the 
American Institute continues to manage and con­
duct the research activities, the ARA is its sepa­
rate, and voluntary, source of funds.
Any firm of certified public accountants hav­
ing at least one partner who is an AICPA mem­
ber can qualify for firm membership. Dues are 
based on the size of the firm.
Any CPA who is a member or an associate of 
the American Institute but who does not employ
a professional accounting staff and is not a part­
ner or employee of an ARA firm member is 
eligible for individual membership.
ARA membership dues may be deducted as a 
business expense. Members receive the ARA 
Newsletter and all ARA-financed studies, sur­
veys and projects on a preferential basis.
Writer seminars planned
The American Institute will launch its 1969 
program of seminars for newspaper and maga­
zine financial writers with a two-day gathering 
in the New York area early in March. The sem­
inars will follow closely the pattern set last year 
at a series of the meetings held in major cities.
This year, special attention will be given to the 
process of developing accounting principles in 
light of the changing problems of the economy.
The seminars last year resulted in a volume of 
news stories written by the journalists who at­
tended. After the session in St. Louis, for ex­
ample, stories appeared in major daily papers 
throughout the Midwest and Southwest.
Typical was the 1,000-word piece published in 
one of the largest papers in the Midwest, Iowa’s 
Des Moines Register. Tom Clark, the financial 
editor, undertook a simplified and highly read­
able description of the CPA’s role in the financial 
report to stockholders.
Financial writers at the seminar, Clark wrote, 
found that "it was apparent the profession has 
detected what it considers to be widely held mis­
conceptions about its members’ responsibilities, 
the extent of their authority and the limitations 
under which they function.”
A N N U A L ARA DUES SCHEDULE
PARTNERS PARTNERS
AND STAFF DUBS AND STAFF DUES
2-4 $30 100-199 $1,500
5-9 $70 200-299 $2,500
10-19 $150 300-499 $4,000
20-39 $300 500-899 $7,000
40-59 $500 900-1,299 $11,000
60-99 $800 1,300 and over $25,000
SOLE PRACTITIONERS (no professional staff)
OTHER INDIVIDUALS (industry, government, education, etc.)
$10
$10
AICPA officers and staff attend 170 
meetings in 1967-68
From October 1967 to October 1968 Institute 
officers and members of the staff spoke at or 
attended approximately 170 meetings. They at­
tended 82 state society and chapter meetings in 
37 states and made 11 field trips to 14 states.
During his term of office as AICPA president, 
Marvin L. Stone spoke at 22 meetings on the 
following topics: specialization, incorporation of 
public accounting firms, the future of the profes­
sion, compulsory education requirements, mer­
gers and acquisitions, the income tax structure, 
public confidence in the public enterprise, plan­
ning for the survival of an accounting practice, 
accounting’s role in corporate financial reporting, 
and the conceptual basis of auditing. In addition, 
he was interviewed twice on an NBC-affiliated 
Denver TV  program.
AICPA vice presidents fulfilled 16 speaking 
engagements, and representatives of the AICPA 
staff either attended or spoke at a total of 138 
meetings.
Savoie ( from page 3 )
differences in our views, I think it would be 
helpful.
In my column, I acknowledged that services— 
whether tax, audit or management advisory— 
designed to save money for clients are not in­
compatible with independence and objectivity 
in reporting on financial representations. I urged 
professional standards in all areas of the CPA’s 
services to provide some assurance that there 
would be no incompatibility.
I am glad to know that Mr. Barnett agrees that 
high standards in tax practice are necessary and a 
desirable goal. A proposed statement ["Knowl­
edge of Error”]  on Responsibilities in Tax Prac­
tice is just a modest step toward raising our stand­
ards in tax practice and one which should be 
taken immediately. The position in the proposed 
statement seems to me to be precisely in line with 
the comment in the last paragraph of his letter 
that "the CPA must always be truthful and not 
conceal information.”
Leonard M. Savoie 
Executive Vice President 
American Institute of 
Certified Public Accountants
Computer Users Conference in May
The American Institute’s Fifth Semiannual 
Conference of CPA Computer Users will 
be held at the Palmer House in Chicago, 
on Tuesday and Wednesday, May 20 
and 21. The conference is designed for 
CPAs currently providing EDP services or 
planning to do so.
AICPA President Ralph Kent will be the 
luncheon speaker on Wednesday. Addi­
tional program details will appear in the 
March CPA.
MAS statements readied for publication
The Institute’s committee on management 
services has approved for publication its first two 
statements in a series recommending standards 
for rendering management advisory services. The 
statements, Tentative Description of the Nature 
of Management Advisory Services by Independ­
ent Accounting Firms and Competence in Man­
agement Advisory Services, were drafted to guide 
CPA firms in determining the scope of their MAS 
work and to help them evaluate their competence 
for MAS work.
The statements will be published in forthcom­
ing issues of The Journal of Accountancy.
Three members represent AICPA
In recent months the following AICPA mem­
bers were in attendance at academic convocations 
as official representatives of the Institute:
• Professor Morton Backer, School of Busi­
ness Administration, University of Massachusetts 
at Amherst, attended a ceremony on October 26 
marking the 125th anniversary of The College 
of the Holy Cross, Worcester, Massachusetts.
• Maynard Miller, a partner in Peat, Marwick, 
Mitchell & Co., Albuquerque, New Mexico, was 
present at the inauguration on November 9 of Dr. 
Ferrel Heady as the new president of the Univer­
sity of New Mexico.
• Gordon B. Ford, a partner in Yeager, Ford 
& Warren, Louisville, Kentucky, on November 
18 attended the inauguration of Dr. Woodrow 
M. Strickler as president of the University of 
Louisville.
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PD division processes close to 1,100 
requests for CPAudio tapes
Nearly 1,100 orders for the new supplement to 
an AICPA program of professional development, 
CPAudio, were processed during the last two 
months. CPAudio is the magnetic tape program 
for the professional accountant that was devel­
oped jointly by the AICPA and the California 
Certified Public Accountants Foundation for 
Education & Research (see The CPA, Oct.68, 
p.12).
The series offers taped lectures and discussions 
covering a wide range of technical and profes­
sional subjects which are available either in cas­
settes or on 5-inch reels. Since November there 
have been 125 requests for 400 units of program 
and over 900 orders of cassettes for almost 4,500 
units of program.
One aspect of the CPAudio program permits 
more immediate communication between mem­
bers and the AICPA. A member may record his 
comments, suggestions and questions on a blank 
tape and send it to the Institute’s PD division.
The message will be audited and returned to the 
member with a taped reply from the PD staff or 
from a technician competent in the subject. This 
service is also available to persons not subscrib­
ing to the CPAudio program. The only cost in­
volved is the price of the blank tape, which may 
be ordered from the PD division.
The division, while not recommending or en­
dorsing any particular player/recorder, has made 
available two cassette machines which may be 
ordered by anyone requesting CPAudio tapes. 
The division has processed orders for nearly 500 
of these machines to date.
The players cost $50 each. The price, to mem­
bers, of each cassette and reel is $6. For further 
information, write to the AICPA professional de­
velopment division for the brochure on CPAudio.
The Talking Journal, a part of CPAudio, in­
cludes articles of general and specific interest 
taped from The Journal of Accountancy and 
other professional publications, such as the Ca­
nadian Chartered Accountant and the Harvard 
Business Review.
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Basic revision of the bylaws is approved in mail ballot
The proposed amendments to the AICPA bylaws have been approved by 95 
per cent of the members voting on the current referendum ballot. Returns were 
received from 26,736 members, well over the quorum requirement of 21,795. 
Of the votes cast, 25,381 were for and 1,355 against the changes.
The amendments constitute a basic revision of the bylaws in line with the 
recommendations made by the AICPA committee on structure in 1966. The 
revision, which is designed to '‘enhance the effectiveness of the Institute by 
achieving a better balance between democracy and efficiency,” provides for more 
direct participation by the membership in the selection of Council members 
( CPA, July-Aug. 68). In general, the revision eliminates most of the proce­
dural provisions from the bylaws and transfers the authority to Council.
A set of resolutions covering administrative details, which were approved 
by Council last spring, become effective with the new bylaws on October 6, 
1969. These procedural resolutions are subject to modification by Council.
Stans to have key role in Nixon plans for "black capitalism"
Former AICPA President Maurice H. Stans, who is now Secretary of Com­
merce, will head a Nixon Administration program to co-ordinate government 
efforts with those of the private sector in furthering "black capitalism.” Presi­
dent Nixon was expected to announce plans for the endeavor, according to 
news reports which appeared last month.
According to a story in The Wall Street Journal on February 14, Mr. Nixon 
was to outline the plan for "minority entrepreneurship” before leaving for a 
tour of West European capitals. A Commerce Department aide confirmed 
the accuracy of the story and said that Mr. Stans had expressed a keen inter­
est in "getting specialists involved, especially accountants, engineers and 
bankers.”
A special staff committee will co-ordinate federal loan and procurement 
programs aiding Negro-owned business. The committee would serve as a 
central data bank "about who is doing what and in what branch of the govern­
ment or in what part of the private sector so that anyone can tap in and get 
the benefit of successful programs elsewhere,” the aide said.
The Wall Street Journal said futher that "the committee will urge industry 
[and] foundations to invest in minority-owned enterprises; it might suggest 
that a corporation spin off one division to Negro owners.”
2from  the Executive V ice President 
LEONARD M . SAVO IE
The Challenge to Accountancy 
and the Business World*
The Accounting Principles Board is aware that 
it sometimes arouses tempers in carrying out its 
task. It is a deliberative body attempting to reach 
consensus on matters deeply felt by those who 
will be affected by the standards it establishes. 
Understandably, corporations do not relish being 
measured by standards which they feel will not 
reflect their net worth and earnings in the most 
attractive manner. There lies the heart of some 
of the most heated controversies facing the APB. 
However, some companies must face acceptance 
of new standards even at the expense of showing 
lower net profit figures.
But clearly it is to the advantage of the corpo­
rate community for the accounting standards and 
principles under which it operates to evolve with­
in the private sector. This is the way it is now, 
with the Accounting Principles Board promul­
gating the guidelines in full view of the financial 
world and with the opportunity for all concerned 
to make their positions known.
Some of the official bodies representing groups 
affected by accounting principles— the manage­
ments who produce financial statements and the 
consumers of them—say the Board is working 
too rapidly in promulgating its principles; others 
criticize it for moving too slowly. All agree, how­
ever, it is the right organization for the job.
These views have been made known at gather­
ings the APB has been having more and more 
frequently with representatives of the various or­
ganizations. A significant meeting took place last 
fall when 90 representatives of the Financial 
Analysts Federation, the Financial Executives
*This column is based on excerpts from a speech given re­
cently by Mr. Savoie before the Financial Executives Institute, 
St. Louis, Mo., Chapter.
Institute, the Robert Morris Associates and the 
American Institute of CPAs held a two-day con­
ference. Papers prepared by spokesmen of each 
of the four groups were considered at length. An 
article summarizing the discussions was carried 
in the January issue of the journals of each of the 
four organizations, and a book will be published 
later this year on the proceedings.
There will be future exchanges among people 
from these organizations and others to consider 
formulation of accounting principles, even in the 
early research stages. These exchanges and the 
continued efforts by the Board can be counted 
upon to help clear the way to decisions that must 
be made. No one on the Board expects it to be 
easy or to enjoy an absence of criticism along 
the way.
But the public is demanding more disclosure 
and greater comparability in financial reporting. 
One way or another, the public interest will be 
satisfied.
The Accounting Principles Board is confronted 
by this challenge in the face of changes in the 
business environment which are coming faster 
than accounting standards can be devised to cope 
with them. It is well to remember that the stick­
iest problems the Board has had to deal with—  
investment credit, pooling of interests, sale and 
leaseback, convertible debentures and others— 
have all come into prominence since World War
II. It is not easy to reach a quick decision as to 
proper accounting for such innovations, and it is 
obviously not possible to reach quick decisions 
which will command unanimous approval.
These are the conditions which build pressures 
on the APB and on the business community at 
large. But neither the Board, nor the business 
community, nor SEC nor other regulatory agen­
cies, can produce satisfactory solutions to all of 
the problems today, or even tomorrow.
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3Minority recruitment committee 
holds organization meeting
The newly formed AICPA committee for the 
recruitment of minority groups held its organiza­
tion meeting in New York in January. Edwin 
R. Lang, partner in charge of personnel at Has­
kins & Sells, New York, is chairman.
In an all-day conference the committee dis­
cussed the urgent need for education programs, 
since there are too few black students in account­
ing courses now to integrate the profession at a 
reasonable pace.
It was also affirmed that an important selling 
job must be done to show black students that a 
major in accounting will lead them to worthwhile 
professional careers.
The goals of the committee had been set forth 
earlier in a communication sent to the ten com­
mittee members by AICPA President Ralph E. 
Kent, who had said:
"The appointment of this committee follows 
general recognition among Institute members 
that the accounting profession should join many 
others in the business and financial communities 
in furthering equality of opportunity for all 
Americans.”
Mr. Kent said that previous discussions had 
pointed the way toward three areas of action: 
"To participate in employing hard-core un­
employed, to help minority group enterprises 
and to bring more minority group members into 
the profession itself.
"It seemed evident to those who participated 
in these informal discussions that the first two 
of these responsibilities can be met more effec­
tively at local levels than through Institute pro­
grams; that is, through programs of state so­
cieties or chapters or through the work of the 
individual CPAs or firms.”
The Institute’s role, Mr. Kent said, would be 
to serve as a forum for the exchange of informa­
tion. He added:
"However, it is felt that the Institute should 
have the central responsibility for recruiting. Ac­
cordingly, the committee should be primarily 
concerned with this aspect of the broader prob­
lem.”
He said that the problem will require a massive 
effort over a number of years in recruiting, educa­
tion and placement activities. He summed up the 
goals for the committee thus:
"To obtain entry to the profession of members 
of minority groups until it is clear that equality 
of opportunity in the accounting profession is 
a fact as well as an ideal.”
Serving with Mr. Lang on the committee are: 
Donald W. Bacon, assistant commissioner of the 
Internal Revenue Service; Joe J. Cramer, an 
assistant professor of the University of Pennsyl­
vania now on a faculty associateship; Robert 
Edward Hill of Los Angeles; Dr. Lincoln Harri­
son, dean of the School of Business of Southern 
University in Baton Rouge; Caspa L. Harris, Jr., 
controller at Howard University in Washington; 
Wayne J. Albers of Cleveland, Bert N. Mitchell, 
assistant to the controller, The Ford Foundation; 
David W . Thompson of New York and Kenneth 
B. Wackman, a member of the AICPA executive 
committee.
Coming up: AICPA annual meeting
October 5 to 8 (Sunday to Wednesday) 
are the dates for the 82nd annual meeting 
of the American Institute, to be held this 
year in Los Angeles. Joint headquarters 
hotels are the Biltmore and the Los An­
geles Hilton.
Events planned so far include the open­
ing reception (Sunday evening), general 
business meeting (Monday), technical 
sessions (Tuesday), reception, dinner, 
show and dance (Tuesday evening), and 
plenary session (Wednesday morning).
Lorin H. Wilson and Joseph F. Spilberg 
are chairman and vice chairman, respec­
tively, of the annual meeting steering 
committee. Committee member Gary 
Simpson will provide liaison between the 
AICPA and the California Society of 
CPAs, where he is director of informa­
tion. Mrs. Andrew P. Marincovich is chair­
man of ladies' activities.
The April issue of The CPA will report the 
specific details of the topics for the tech­
nical and plenary sessions, the line-up of 
speakers, ladies' activities and social 
events.
4AICPAIT dividend—  
highest ever
The American Institute of Certified Pub­
lic Accountants Insurance Trust has re­
ceived a dividend from the insurance car­
riers of $5,099,153 for the most recently 
completed policy year. This is the largest 
amount ever received and is over $800,­
000 more than the dividend paid by the 
insurance companies to the Trustee last 
year.
Increases noted in certified 
test administrators
A total of 155 individual CPAs, CPA firms and 
industrial and business concerns have been added 
in recent weeks to the lists of those certified to 
administer the Institute’s Professional Account­
ing Testing Program. This brings to well over
1,000 the number of those who have joined in 
the AICPA program of personnel evaluation for 
the accounting profession.
The most recent additions to the list came after 
a special promotional mailing was conducted 
through last spring and summer. Included in the 
mailing was information taken from a chapter 
from a recent Institute publication, "How to Hire 
Staff Assistants in Public Accounting Firms.” 
The chapter describes the Institute’s program 
especially as it applies to the smaller firm to 
which the staff recruiting is addressed.
The promotional mailing called attention to 
the four instruments, or tests, employed in the 
Institute program.
The Orientation Test is an aptitude test con­
sisting of three parts—vocabulary, reading of 
business materials and arithmetic problems in the 
field of business. It yields a verbal score, a quan­
titative score and a total score. The individual’s 
performance on this test shows how quickly he 
can master technical details of new work.
The Achievement Test, Level I, is intended for 
use mainly in evaluating knowledge of account­
ing at the end of the first year of college account­
ing study. It may also be used to evaluate inter­
mediate college accounting students and those 
with equivalent experience.
The Achievement Test, Level II, is designed
to measure the knowledge of a college student 
who has finished a college major in accounting 
or has had equal experience. It is also of use in 
measuring the capabilities of a candidate for a 
position requiring an advanced knowledge of ac­
counting procedures. A new one-hour test will 
be available in the fall.
The Strong Vocational Interest Blank, a widely 
used questionnaire which was not developed 
specifically for use in the testing program, has 
been adapted by means of the establishment of 
special norms for public accountants on 30 oc­
cupational scales, including accounting and CPA. 
A newly created blank will be in use this spring.
To obtain the tests, a firm should nominate a 
staff member to apply for certification as an ex­
aminer. Any member of the AICPA, or personnel 
officer or psychologist nominated by a member, 
may apply for certification.
The examiner is responsible for ordering, re­
ceiving and safeguarding all tests and materials.
Inquiries may be made to the AICPA Testing 
Project Office, 304 East 45th Street, New York, 
New York 10017. Telephone: 212 OR 9-7070.
A reader writes on referrals
As far back as 1959 our firm has made use of 
the services of other firms in carrying out large 
engagements as well as in the management of 
our own practice. We have also furnished assist­
ance to practitioners in our area for various types 
of work. Generally speaking, our local CPAs 
work closer with each other than they do in other 
areas. There are good relationships among the 
major practitioners here as to helping each other 
out without fear of "client stealing” or contact 
with the client to obtain special work.
One of the first large engagements required at 
least 18 staff plus adequate supervision and re­
view. At that time we did not have the staff or 
full capability to handle such work but felt there 
must be some way we could handle the situation. 
After discussing the problem we decided to call 
on the local practitioners to ascertain what staff 
availability they had and what area of capability 
was available. W e were surprised to find that 
each firm was willing to join with us on a co­
operative basis to furnish staff and, as a result, 
we took the engagement. Following this we felt 
we needed strong ( Continued on page 7)
5Institute to send delegates 
to conference in Asia
The AICPA has informed the Secretary of the 
Sixth Conference of Asian and Pacific Account­
ants that it will send four delegates to the Con­
ference, which will be held in Singapore and 
Kuala Lumpur in August 1970. The delegates 
will be formally appointed by the Institute pres­
ident at a later date.
CPA Computer Users Conference becomes 
an annual event, is lengthened to 2½  days
"How the Local Practitioner Can Effectively 
Harness the Power of EDP” is the theme of the 
Fifth National Conference of CPA Computer 
Users to be held May 19-21 at the Palmer House 
in Chicago. It will be the only such conference 
scheduled for 1969.
The length of the meeting has been extended 
to two and a half days to accommodate the 
broader program coverage characteristic of an 
annual event. Up to now the conferences have 
been scheduled on a semiannual basis for one 
and a half days each.
The extra time will allow for an expanded 
program that should meet the needs of the at­
tending CPAs more effectively than that permit­
ted by the shorter conferences. Furthermore, it 
will reduce travel time and expense and help 
mitigate attendance problems.
The new features of the program include a 
special orientation session for CPAs considering 
involvement with EDP, a workshop session for 
those already so involved, and CPA-oriented 
technical presentations by vendors. The informal 
orientation sessions that have proved popular at 
past conferences will be continued.
Topics currently scheduled for inclusion in the 
program are: the computer input problem, com­
puter evaluation and selection, the audit function 
from the viewpoint of the local practitioner, man­
agement information systems and their use by the 
local practitioner, and excerpts from the new 
Institute video-tape professional development 
courses on Computer Concepts and Auditing 
of EDP.
AICPA President Ralph Kent will address the 
concluding luncheon on Wednesday, May 21.
In addition, the committee on computer users
will be available to help local groups develop 
regional EDP-oriented meetings.
Further information may be obtained from 
Noel Zakin, manager of computer technical serv­
ices at the American Institute. The registration 
deadline is Monday, May 5.
Virginia Society to establish 
Blough chair of accounting
The Virginia Society of Certified Public Ac­
countants’ Foundation has started a drive to es­
tablish a chair of accounting to honor Carman 
G. Blough at the University of Virginia.
Mr. Blough was director of research at the 
AICPA from 1944 to 1961, and in the 1930’s 
was the first chief accountant of the SEC. He is 
a past president of the American Accounting 
Association, has received the AICPA Distin­
guished Service Award, and has been elected to 
The Ohio State University Accounting Hall of 
Fame.
One of the stated purposes of the new chair 
is "to attract exceptionally qualified professors 
and practitioners to lecture in accounting.” A 
three-year campaign to raise $150,000 for the 
chair is planned.
Since retirement from the Institute, Mr. and 
Mrs. Blough have made their home on a farm 
near Harrisonburg, Virginia.
Tax Return Reminder
Each AICPA member should be sure 
to state his occupation as “CPA" on his 
1968 personal income tax return, and 
all personal returns for ensuing years.
As explained in the December 1968 CPA 
(p.3), this designation will enable the 
Internal Revenue Service to list CPAs 
separately in its publications on income 
statistics. Until now the IRS has lumped 
CPAs’ earnings together with income fig­
ures for accountants, auditors and book­
keepers, a category which has consist­
ently been at the bottom of the earnings 
charts. Published statistics for 1968 in­
come will be available from the IRS in 
the fall of 1970.
6Spring/summer schedule of professional development programs
Over 50 presentations of ten professional de­
velopment courses have been slated by the Insti­
tute’s PD division for this spring and summer. 
From April 28 to August 30 programs covering 
accounting and auditing, taxation, staff training 
and practice management will be offered to ac­
countants all over the United States (see listing 
below).
A PD catalog of all programs being offered in 
1969, which includes a registration form, was 
mailed to members this month. Readers inter­
ested in additional information should write to 
the cosponsoring state society offices or the Pro­
fessional Development Division, American Insti­
tute of CPAs, 666 Fifth Avenue, New York, 
N. Y. 10019.
BUILDING AN
ACCOUNTING PRACTICE $100
Portland, Ore. July 28-29
EFFECTIVE COMMUNICATION $100
Honolulu, Hawaii May 16-17
Kansas City, Mo. July 10-11
Cleveland, Ohio July 17-18
FILINGS WITH THE SEC $110
Philadelphia, Pa. April 28-29
Cincinnati, Ohio May 8-9
Birmingham, Ala. May 12-13
San Francisco, Calif. May 19-20
Alexandria, Va. May 19-20
Pittsburgh, Pa. May 26-27
Tulsa, Okla. June 26-27
Nashville, Tenn. June 23-24
Boston, Mass. July 10-11
Los Angeles, Calif. August 7-8
HOSPTAL ACCOUNTING
AND MEDICARE AUDITS $60
Indianapolis, Ind. July 30-31
MANAGEMENT FOR RESULTS $325
Richland, Wash. July 13-18
Richmond, Va. July 27-August 2
Chicago, Ill. August 10-15
STAFF TRAINING PROGRAM— LEVEL I $375
Dallas, Texas July 13-26
Boston, Mass. July 15-28
Hattiesburg, Miss. July 15-28
Menlo Park, Calif. July 20-August 2
New York, N. Y. July 20-August 2
Chapel Hill, N. C. August 3-16
Columbus, Ohio August 3-16
Denver, Colo. August 10-23
Lawrence, Kan. August 10-23
Philadelphia, Pa. August 10-23
Gainesville, Fla. August 10-23
Peoria, Ill. August 17-30
Seattle, Wash. August 17-30
STAFF TRAINING PROGRAM LEVEL II $300
Harrisburg, Pa. June 1-7
New Orleans, La. June 8-14
Santa Barbara, Calif. June 22-28
Denver, Colo. July 13-19
Zion, Ill. July 27-August 2
Columbus, Ohio August 10-16
TAX RESEARCH METHODS
AND TECHNIQUES $110
Pittsburgh, Pa. May 1-2
Milwaukee, Wis. May 15-16
Allentown, Pa. May 26-27
Brainerd, Minn. July 21-22
Chicago, Ill. June 27-28
TRAINING PROGRAM FOR
IN-CHARGE ACCOUNTANTS $275
Pittsburgh, Pa. May 11-16
Columbia, Mo. June 8-13
Zion, Ill. June 15-20
Denver, Colo. June 15-20
Cleveland, Ohio July 13-18
Albuquerque, N. M. August 3-8
W ORKSHOP ON CORPORATE
INCOME TAX RETURNS $55
Portland, Ore. May 8-9
St. Louis, Mo. May 26-27
Denver, Colo. June 5-6
Los Angeles, Calif. June 26-27
Baltimore, Md. August 21-22
7Teachers and Practitioners 
by John L Carey
In the January 1969 Accounting Review ap­
pears an article by me under the title quoted 
above. It stresses the desirability of steadily im­
proving communication and co-operation be­
tween the practicing and academic branches of 
the accounting profession.
It is almost axiomatic that those who teach and 
those who practice have many interests in com­
mon. It is in the self-interest of both that the 
profession be as strong, as influential and as 
prestigious as possible. Both have much to con­
tribute to that end.
Yet their paths do not cross frequently in the 
course of a regular day’s work. And as they may 
approach a given problem from different view­
points— the one conceptual, the other pragmatic 
—they do not always understand each other fully.
The teachers provide the profession’s recruits. 
Teachers enrich the profession’s literature. They 
perform and encourage useful research. They are 
participants in activities of professional socie­
ties, where they have often done yeoman service.
It would be well, I think, for practitioners— 
partners and staff assistants as well— to show 
their interest in what the academicians are doing, 
and to keep themselves informed of what the
Tax Responsibilities Statements 
are mailed to membership
Statements on Responsibilities in Tax 
Practice No. 5, “Use of Estimates," was 
issued last month by the division of fed­
eral taxation of the American Institute. 
The Statement deals with the responsibil­
ity of the CPA in using estimates in the 
preparation of a federal tax return which 
he signs as preparer.
The tax division has also revised the 
introduction to the series, which was 
launched in 1964.
Both statements have been mailed to 
members. The texts appear in the March 
issue of The Journal of Accountancy 
(p. 60). Additional copies of these and 
of the other statements in the series are 
available from the Institute at $.50 each.
academicians are thinking, by joining the Ameri­
can Accounting Association, the teachers’ organi­
zation. All accountants are welcome. Dues are 
$10 a year, and include a subscription to the 
quarterly Accounting Review and the privilege 
of attending the AAA’s meetings.
Write for application to Paul Gerhardt, Ad­
ministrative Secretary, American Accounting 
Association, 1507 Chicago Avenue, Evanston, 
Illinois 60201.
Referrals (from page 4)
planning and adequate supervision together 
with some critical review; so we decided to con­
tact one of the national firms. A contact was 
made, an agreement reached, and we successfully 
completed the engagement and were able to get 
a second-year engagement as a result of our first 
year. This was a prestige job and we gave credit 
to all of the firms participating; the client was 
well pleased.
This first experience taught us that other firms 
were ready and willing to assist us and the firm 
we used did not try to take over our client. W e 
have continued to use other firms and have 
worked with three of the larger ones on jobs of 
this kind. We have not always been able to "mark 
up” the fees paid to the other firms and in one or 
two instances had to absorb some of the cost. 
However, we treated this loss as a cost of our own 
staff training. Experience has proved this to be 
well-invested money.
W e have used other firms for assistance on 
management services engagements, computer 
studies, cost applications, systems work, pension 
planning, review of complicated tax planning, 
review of our own reports and staff evaluation. 
Our affiliation with one of the "CPA Groups” 
has enabled us to accomplish many internal man­
agement problems as well as to get some regular 
review and inspection of our audit reports and 
working papers.
I believe the success and growth of our firm 
can be attributed in large part to recognizing our 
weaknesses and taking action to correct them, 
plus our continued effort to build a strong staff 
and to provide continuing education time and 
money for the staff as well as the partners. Our 
staff has doubled within the last two years.
Willard H. Erwin, Jr., CPA
Charleston, West Virginia
8APB representatives speak at seminar 
on financial reporting
Newman T. Halvorson, LeRoy Layton and 
Robert K. Mautz spoke at a seminar on Progress 
Toward Improved Financial Reporting at the 
February 20, 1968, financial conference of the 
National Industrial Conference Board held in 
New York. AICPA Executive Vice President 
Leonard M. Savoie was chairman of the seminar.
Mr. Halvorson, a member of the Accounting 
Principles Board, examined proposed improve­
ments in accounting for business combinations. 
He argued that there is a definite need to retain 
the pooling-of-interests concept in accounting for 
certain business combinations. Mr. Halvorson 
also disagreed with the recommendation made in 
ARS No. 10, Accounting for Goodwill, that pur­
chased goodwill be written off against ownership 
equity.
Mr. Layton, chairman of the Accounting Prin­
ciples Board, reviewed the recent activities of the 
Board, in particular its efforts toward achieving 
a more meaningful earnings-per-share figure.
Dr. Mautz examined the problems of report­
ing the operations of conglomerate companies. 
He is the author of a study on that topic recently 
published by the Financial Executives Institute.
Institute adds technical positions
The Institute has established two new tech­
nical positions designed to strengthen efforts to 
improve accounting and auditing principles and 
standards.
J. T. Ball, who has been assistant director of 
the AICPA examination division, will— under 
the supervision of Richard C. Lytle, administra­
tive director of the APB—prepare unofficial in­
terpretations of accounting questions which can 
be undertaken without the formality of Account­
ing Principles Board Opinions. Initial plans call 
for the interpretations to appear in The Journal 
of Accountancy.
In another appointment, Douglas Carmichael, 
assistant professor of accounting at The Univer­
sity of Texas, will join the Institute’s technical 
services division as manager of auditing re­
search.
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Executive committee acts on corporate practice, 
experience requirement, departures from APB Opinions
At its March 10-11 meeting in New York the AICPA executive committee 
approved for submission to Council at its May 5-7 meeting in Colorado Springs 
two proposed amendments to the Code of Professional Ethics. These would 
(1 ) permit members to practice in the form of a professional corporation (see 
p. 3) and (2 ) require disclosure of departures from APB Opinions (see p. 3).
If the proposed changes are approved by Council, they will be discussed at 
the annual meeting in Los Angeles next October and will then be voted on by 
the full membership in a mail ballot.
The executive committee also decided to submit for adoption by Council a 
report from the committee on education and experience requirements for CPAs, 
which recommended that ultimately the experience requirement should be 
eliminated (see pp. 4-5). In addition, the executive committee:
• Approved for submission to Council a revision in the charter of the 
Accounting Principles Board.
• Authorized publication in The Journal of Accountancy of an article on 
recruiting prepared by the planning committee.
• Approved amendments to the AICPA Group (life) Insurance Trust to 
increase the maximum coverage from $20,000 to $30,000.
• Approved a resolution for submission to Council, prepared by the com­
mittee for recruitment from minority groups, committing the Institute to an 
effort to achieve eventually the full integration of the profession.
Kessler nominated for Institute president
Louis M. Kessler, Alexander Grant & Company, New York, has been nom­
inated for Institute president by the committee on nominations, which met in 
New York March 12 to select nominees for Institute offices for 1969-70.
Four vice presidents also were nominated. They were: Marshall S. Arm­
strong, Geo. S. Olive & Co., Indianapolis, Indiana; Winston Brooke, Brooke 
& Freeman, Anniston, Alabama; Stanley D. Ferst, Laventhol Krekstein 
Horwath & Horwath, Philadelphia, Pennsylvania; and Kenneth L. Thompson, 
Lybrand, Ross Bros. & Montgomery, Oakland, California.
Walter E. Hanson, Peat, Marwick, Mitchell & Co., New York, was nom­
inated to be treasurer.
The slate of officers will be presented to the membership for vote at the 
annual meeting in Los Angeles, California, October 6, 1969.
from the President 
RALPH E. KENT
An open letter to John L  Carey
Dear Jack:
Speaking as president of the Institute some 
twelve years ago in New Orleans, Alvin R. Jen­
nings reminded us that the time would come 
when a president would look down at the end 
of the dais and not find you there. And now, 
though you seem much too young, that time is 
upon us!
Your first job, less than a week after gradua­
tion from Yale, was with the Institute. Now, 
after a 44-year record of magnificent service to 
the profession, you come to the end of that first 
job.
You joined us at a time when the profession 
was divided, and you helped to reunite it. Pos­
sibly your greatest contribution, however, has 
been your ability to provide the enlightened 
leadership which has made the Institute the fully 
accepted hub for the profession. Through all 
these years, you worked unstintingly to ensure 
that the Institute was relevant to the needs of 
each of us— young and old, east and west, large 
and small.
You traveled the country time and time again 
— long before the era of jet planes— to keep in 
touch with members who came to think of Jack 
Carey and the Institute as one and the same. You  
sat through more meetings than should be the 
lot of any human being, and you made each of 
them more effective as you reconciled conflicting 
views by your native intelligence, your awareness 
of human sensitivities, your ready humor.
You grew as the profession grew. Or, more 
accurately, you forced those around you to re­
spond creatively to a host of challenges and op­
portunities— and thus enabled the profession to 
emerge from the troubled days of the depression 
and to develop over a relatively short span of 
years to a position of prominence in the business 
community.
Some among us may consider your assembly of 
an effective Institute staff to be your principal 
legacy to us; from a staff of 18 serving 2,000  
members, you brought us to the present high- 
performing staff of 250 serving over 67,000 of 
us. Others may note with appreciation your ex­
pansion of the Institute’s extensive publishing 
operation; surely, the flow of ideas from your 
fertile mind— as well as the flow of words from 
your prolific pen— contributed significantly to 
its growth.
But space does not permit a full recitation of 
your accomplishments. Marvin Stone summed 
it up well last October at our annual meeting in 
Washington when he said "this man who— 
though not a CPA himself—has done more than 
any other person to further the cause of ac­
countancy.”
And now the time has arrived for goodbyes. 
May you savor to the full in all the years to 
come the feelings of respect, of appreciation, and 
of affection which all of us have for you. May 
you and your wife enjoy in retirement all of the 
pleasures which you so richly deserve!
Sincerely yours, 
on behalf of all
67,000 of us,
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3New ethics rule proposed for disclosure of 
departures from APB Opinions
At its meeting in May, the Institute’s Council 
will consider a proposed change in Rule 2.02 of 
the Code of Professional Ethics, the effect of 
which would be to require members acting as in­
dependent auditors to see to it that material de­
partures from Opinions of the Accounting Prin­
ciples Board are disclosed in their audit reports 
or in the footnotes to the financial statements, 
and, where practicable, that the effects of the 
departures on the financial statements be shown.
The proposed new rule, with the amended 
portion in italics, would read as follows:
"In expressing an opinion on representations 
in financial statements which he has examined, 
a member or associate may be held guilty of an 
act discreditable to the profession if:
" (a )  he fails to disclose a material fact 
known to him which is not disclosed in the 
financial statements but disclosure of which is 
necessary to make the financial statements not 
misleading; or
" (b )  he fails to report any material mis­
statement known to him to appear in the finan­
cial statement; or
" (c )  he is materially negligent in the con­
duct of his examination or in making his report 
thereon; or
" (d ) he fails to acquire sufficient informa­
tion to warrant expression of an opinion, or his 
exceptions are sufficiently material to negative 
the expression of an opinion; or
''(e) he jails to disclose in his report, when 
material in effect:
" (1) the omission o f any generally ac­
cepted auditing procedure applicable in the 
circumstances; or
"(2 )  the use of any accounting principle 
which departs from generally accepted ac­
counting principles because it lacks substan­
tial authoritative support, in which case he 
must also either qualify his opinion or give an 
adverse opinion as appropriate; or
"(3) unless otherwise disclosed in the 
financial statements, the use of any generally 
accepted accounting principle which differs 
from an Opinion of the Accounting Principles 
Board but which has other substantial authori­
tative support.
"Disclosure must be made in his report or in 
the financial statements o f the approximate effect 
of departures under ( 2 ) and (3), or a statement 
made as to the impracticability o f determining 
such effect.”
Paragraph (e) of the present Rule 2.02 re­
quires a member to disclose departures from 
generally accepted accounting principles and 
omissions of generally accepted auditing proce­
dure. The primary effect of the proposed new 
rule would be to make mandatory the disclosure 
of departures from APB Opinions. At present, in 
accordance with the resolution adopted by Coun­
cil in October 1964, such disclosure is only recom­
mended.
Proposed ethics rule would remove barrier 
to corporate practice
The executive committee has agreed to submit 
to Council an amendment to Rule 4.06 of the 
Code of Professional Ethics which would permit 
members to practice in the form of a professional 
corporation whose characteristics conform to 
resolutions of Council.
The proposed new rule, which would be sub­
stituted for the existing rule forbidding corpor­
ate practice, reads as follows:
"A member or associate may offer services of 
a type performed by public accountants only in 
the form of a proprietorship, partnership or pro­
fessional corporation or association whose char­
acteristics conform to resolutions of Council.” 
Such a rule would authorize Council to deter­
mine the characteristics of the type of profes­
sional corporation or association which members 
could form. A key characteristic centers on the 
question of liability and liability insurance. The 
current thinking is that even if the law of the state 
in which a member proposes to form a profes­
sional corporation permits the limitation of lia­
bility, the stockholders could have limited liability 
only if the corporation maintains liability insur­
ance in an amount appropriate to protect the 
public.
If state law does not permit limitation of liabil­
ity for professional corporations, then of course 
the member would still have unlimited liability, 
regardless of the form of the entity in which 
he proposes to practice.
The following statements describe in general 
terms some of the ( Continued on page 11)
4Beamer Committee to recommend to Council 
the deletion of the experience requirement
Recommendations that "the CPA certificate 
be considered as evidence of basic competence 
of professional quality in the discipline of ac­
counting” and that "a requirement of formal 
education equivalent to at least five years of 
college study be substituted for the present edu­
cation and experience requirements” were the 
principal statements in a report approved last 
month by the executive committee for submission 
to Council on May 5-7. These recommendations, 
along with eight others, were contained in the 
report of the AICPA ad hoc committee on edu­
cation and experience requirements for CPAs, 
chaired by Elmer G. Beamer.
The Beamer Committee was appointed in Sep­
tember 1966 to restudy the Institute’s present 
recommendations of standards for admission to 
the profession. These recommendations origi­
nated with the findings of the Commission on 
Standards of Education and Experience for Certi­
fied Public Accountants, which issued its report 
in 1956. A committee chaired by George D. 
Bailey studied the Commission’s recommenda­
tions and issued its report to Council in 1959. 
That year Council adopted 13 resolutions drawn 
from the Bailey Committee Report and amended 
two of them in 1960 and 1962.
One resolution called for periodic review of 
the profession’s standards of admission; the 
Beamer Committee fulfills this charge. In the 
light of current, foreseeable conditions and the 
publication of Horizons for a Profession in 1967 
and "A Description of the Professional Practice 
of Certified Public Accountants” (an official state­
ment of AICPA policy approved by Council in 
1966), committee members decided there was a 
need for major revision of the AICPA recom­
mendations for admission standards.
The present recommendations were issued 
after the Beamer Committee had:
• Studied reports of 50 seminars on Horizons 
for a Profession and critiques of the book.
• Interviewed members of the earlier study 
groups and other CPAs knowledgeable in edu­
cation, in qualifying experience requirements, in 
staff training programs and in state accounting 
legislation.
• Prepared a report to the executive commit­
tee recommending a position on education for 
CPAs as a basis for Institute policy. Entitled 
"Academic Preparation for Professional Ac­
counting Careers,” it appeared in the December
1968 Journal.
• Approved preparation and circularization 
to interested groups of a paper on "The Issues 
Surrounding Qualifying Experience Require­
ments,” by William C. Bruschi, AICPA director 
of examinations, which was published in the 
March 1969 issue of The Journal of Accountancy.
• Exposed its tentative recommendations at 
intervals in reports to Council, the executive com­
mittee and other committees, and in speeches 
before the National Association of State Boards 
of Accountancy and the National Conference on 
State Legislation.
The ten recommendations are listed in the box 
at right. The committee’s report explains its line 
of reasoning in recommending each resolution.
For example, in arriving at Resolution No. 1, 
the committee studied the effects of social and 
economic forces— discussed in The CPA Plans 
for the Future— that "are compelling CPAs to 
broaden their practices beyond the traditional 
attest function to other areas. . . .” It also drew 
from "A Description of the Professional Practice 
of Certified Public Accountants” to back up its 
use of such terms as "basic competence of pro­
fessional quality” and "discipline of accounting.”
In arriving at Resolution No. 3, the committee 
first prepared guidelines for planners of account­
ing curriculums in its report to the executive com­
mittee, "Academic Preparation for Professional 
Accounting Careers.” These were based on rec­
ommendations from the Study of the Common 
Body of Knowledge for CPAs, Horizons for a 
Profession. The committee then studied the issues 
surrounding qualifying experience requirements 
— as reported in Mr. Bruschi’s paper— and con­
cluded that:
• The CBOK could "best be obtained through 
college study.”
• ". . . There can be no question about the 
value of experience but there is serious doubt 
about the value of present-day experience re­
quirements.”
• "It is unreasonable to require a period of 
qualifying experience” when no uniform stand­
ards can be set or effectively policed.
• Such requirements "smack of apprentice­
5ship which is inappropriate for a learned pro­
fession.”
• There is "positive evidence” of the ineffec­
tiveness of experience requirements.
• "There is no evidence that CPAs obtaining 
their certificates in jurisdictions without [such] 
requirements are more often guilty of infractions 
of the Code of Professional Ethics or substandard 
practice than those with extensive experience.”
• " . . .  A college program of at least five years
permits the attainment of both breadth and depth 
of knowledge that is unlikely to be obtained from 
a four-year program and satisfying an experience 
requirement.”
Institute members should study these recom­
mendations with a view to providing their Coun­
cil representatives with their reactions before the 
spring Council meeting. If more detailed infor­
mation is desired, members may obtain copies of 
the full report by writing the Institute.
Statement of Recommendations of the Beamer Committee
The following resolutions were approved 
by the executive committee for presen­
tation to Council as Institute policies to 
supersede the resolutions adopted in 
1959 and amended in 1960 and 1962.
1. The CPA certificate is evidence of 
basic competence of professional quality 
in the discipline of accounting. This basic 
competence is demonstrated by acquir­
ing the body of knowledge common to 
the profession and passing the CPA 
examination.
2. Horizons for a Profession is authori­
tative for the purpose of delineating the 
common body of knowledge to be pos­
sessed by those about to begin their 
professional careers as CPAs.
3. At least five years of college study 
are needed to obtain the common body 
of knowledge for CPAs and should be 
the education requirement. For those who 
meet this standard, no qualifying experi­
ence should be required.
4. The states should adopt this five- 
year requirement by 1975. Until it be­
comes effective, a transitional alternative 
is four years of college study and one 
year of qualifying experience.
5. The college study should be in pro­
grams comparable to those described in 
“Academic Preparation for Professional 
Accounting Careers.” The transitional 
qualifying experience should be in public 
practice or equivalent experience in in­
dustry, government, or college teaching
acceptable to state boards of account­
ancy.
6. Candidates should be encouraged 
to take the CPA examination as soon as 
they have fulfilled education require­
ments and as close to their college grad­
uation dates as possible. For those grad­
uating in June, this may involve taking 
the May examination on a provisional 
basis.
7. Student internships are desirable 
and are encouraged as part of the edu­
cational program.
8. The “Report of the Standing Com­
mittee on Accounting Education,’’ which 
provides that the accreditation of aca­
demic programs is the responsibility of 
the academic community, is endorsed. 
[ED. NOTE: This is an unpublished report 
sent in 1966 to the AICPA executive com­
mittee by representatives of the Ameri­
can Association of Collegiate Schools of 
Business, the American Accounting Asso­
ciation, the Association of CPA Exam­
iners and the AICPA.]
9. Educational programs must be flex­
ible and adaptive and this is best 
achieved by entrusting their specific con­
tent to the academic community; how­
ever, the knowledge to be acquired and 
abilities to be developed through formal 
education for professional accounting 
are proper and continuing concerns of 
the AICPA.
10. The AICPA should review periodi­
cally the standards of admission require­
ments for CPAs.
6Commerce Secretary Maurice Stans 
to address annual meeting
Secretary of Commerce Maurice H. Stans, for­
mer AICPA president, will be the principal 
speaker at a luncheon meeting Tuesday, October
7, at the Institute’s 82nd annual meeting in Los 
Angeles. His address will come during the Octo­
ber 5-8 meeting, which will open with a recep­
tion on Sunday evening and conclude, after busi­
ness, technical and plenary sessions and a varied 
social program, with a luncheon on Wednesday. 
Events will take place in the joint headquarters 
hotels, the Biltmore and the Los Angeles Hilton.
Monday’s schedule will include the annual 
business meeting, the organization meeting of 
Council and the installation luncheon.
On Tuesday simultaneous technical sessions 
will discuss tax policy as a social force, EDP’s 
impact on the CPA, and auditing—still central 
to the profession.
The plenary session on Wednesday morning 
will cover corporate financial reporting and will 
discuss the suggestions made at the Seaview Sym­
posium on Financial Reporting which was held 
late last year. The summary report of the meeting 
appeared in the January 1969 issue of The Jour­
nal of Accountancy (pp. 33-38).
The opening cocktail reception will be held 
at the Grand Hall of the Dorothy Chandler Pa­
vilion at the Los Angeles Music Center. Three 
restaurants which normally are closed on Sunday 
— the El Dorado, the Blue Ribbon and the Pa­
vilion at the Top of the Music Center—have ar­
ranged to stay open for members who may want 
to dine there. Reservations are necessary.
The Tuesday night entertainment, at the 
Hollywood Palladium, will include a cocktail 
reception (6:30-8), dinner (8-9:30), The Com­
plete Lawrence Welk Show, featuring the stars 
seen weekly on the national TV  show (9:30-11), 
and dancing to the Lawrence Welk Orchestra
The ladies’ program will include local tours 
on Monday and a luncheon-fashion show at the 
Beverly Hilton on Tuesday.
Joint hospitality rooms, information desks and 
message centers will be located at both head­
quarters hotels. Shuttle buses will be available 
to and from the two hotels for all functions.
Postmeeting trips have been scheduled to 
Hawaii (October 8-17) and to the Far East
(October 9-26). Members interested should con­
tact Travel-Time Inc. in Washington, D. C., the 
same agency that has handled AICPA postmeet­
ing trips for several years.
The meeting highlights program will be 
mailed to all members in June.
PD will offer in-depth course on computer 
data processing if 20 register by April 25
CPAs in public practice who desire in-depth 
computer data processing training now have the 
opportunity to take a professional development 
course that will enable them to work with clients 
in systems design, evaluation and auditing of 
EDP systems.
The course will cover a six-week period, from 
July 21 to August 2 9 , 1969, and will be sponsored 
by the Institute PD division only if the division 
receives at least 20 registrations by April 25.
The 252-hour course, entitled Intensive Com­
puter Data Processing, should provide the CPA 
with a strong technical base from which he can 
expand his knowledge and expertise. The objec­
tive of the course is to enable the CPA to under­
stand the role of programing in systems analysis 
and design and to supervise the preparation of 
programs for client or audit use. Therefore, over 
40 per cent, or 106 hours, of the course will be 
devoted to writing, debugging and running ap­
proximately 15 programs in four different lan­
guages (symbolic, FORTRAN, RPG, and 
COBOL).
The remainder of the course, 146 hours, will 
cover punched card processing; analysis and de­
sign, including flowcharting and control over 
errors; hardware and software; and evaluating, 
selecting and auditing EDP.
Participants should have several years’ experi­
ence in public practice, an interest in management 
services work, and a knowledge of accounting 
and business organizations. Prior knowledge of 
data processing is not required.
Former AICPA computer consultant Gordon 
B. Davis, Professor of Information Systems and 
Director of the Management Information Sys­
tems Research Center of the University of Minne­
sota, and his research staff will be the instructors 
for the program; there will be a teacher-student 
ratio of 1:5.
The cost for each ( Continued on page 15)
An opportunity for members of the American 
Institute to say “Thank you, Jack Carey."
The JOHN L. CAREY 
SCHOLARSHIP FUND
MR. CAREY will retire on May 1st after nearly a half century of service to 
the American Institute and the accounting profession. Institute members 
can express their appreciation for his lifetime of work on their behalf by 
contributing to the John L. Carey Scholarship Fund.
This special Fund has been established to provide scholarship grants in 
Mr. Carey’s name to members of the senior class at Yale (his alma mater) 
who plan to enroll in a postgraduate accounting program with the intention 
of pursuing a career in professional accounting. The Fund will therefore 
not only preserve Jack’s name at his old school, but also advance an objective 
which has always been close to his heart: the attraction of young people to 
the profession.
Each member must decide for himself how much to contribute. But it is 
important to bear in mind that the size and number of grants awarded each 
year will be determined by the extent of members’ support. The Fund will 
therefore have to be substantial if it is to serve as a suitable tribute.
No further solicitations will be made on behalf of the John L. Carey 
Scholarship Fund. If you have not responded to the mail announcement 
which was made in January and would like to contribute, please do so now.
The John L. Carey Scholarship Fund
CONTRIBUTION FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, N EW  YORK, N. Y . 10019
Gentlemen: I would like to contribute to the John L. Carey Scholarship 
Fund. Here is my check for $___________________ .*
MEMBER’S NAME______________________________________________________________________
FIRM___________________________________________________________________________________
ADDRESS_______________________________________________________________________________
CITY________________________________ STATE____________________________ ZIP____________
* Please make your check payable to the AICPA Foundation. You will re­
ceive a receipt indicating that your contribution is being used for the 
scholarship fund.
On the eve of his retirement after more than forty years of 
service as the chief administrative officer of the American Institute 
of Certified Public Accountants, its Council gratefully salutes
John L. Carey
for his many notable contributions, not only to the Institute 
but to the entire accounting profession.
We honor him:
  FOR his forward-looking leadership, his ability to adjust 
to a rapidly-changing environment, and his skill in pointing out 
what lies ahead;
FOR his practical yet imaginative judgment, as demonstrated 
time and time again in meetings over the years;
  FOR his honesty and candor, coupled with great tact, which 
have made him always worth listening to;
  FOR his adroitness in mediation, which has been 
such a major factor in unifying a profession composed of many 
strong individuals;
FOR his determined efforts to increase public 
understanding of the profession, through his extensive writings 
and his many platform appearances;
  FOR his development of an effective staff organization, 
and for inspiring that staff by his own example; and
  FOR his compassionate, delightful sense of humor, which 
has enabled him, and those who have associated with him, to retain 
a sense of balance in troublesome times.
We extend to him by formal resolution the privilege of the floor 
at all future meetings of Council—an action which reflects our desire 
to continue to have his perceptive advice available to us, and a 
a gesture which is intended to express to him the gratitude and 
esteem of every member of this governing body of the Institute.
October 12, 1968
President
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Isaac L  Auerbach to speak at CPA computer users conference
Isaac L. Auerbach, president of the Auerbach 
Corporation, an information technology systems 
design, consulting and publishing organization, 
will be the keynote speaker at the Fifth National 
Conference of CPA Computer Users to be held 
from Monday to Wednesday, May 19 to 21, at the 
Palmer House in Chicago. Mr. Auerbach will re­
view the significant EDP developments of the 
past year and discuss their potential impact on 
the accounting profession.
Emil Marecki, Assistant Director of the IRS 
Kansas City Regional Service Center, will speak 
at the Monday luncheon on "The IRS, Its Com­
puters and You.” He will discuss the organiza­
tion and role of the IRS regional service center 
and its relationship to the CPA community. 
AICPA President Ralph Kent will speak at the 
luncheon on Wednesday.
A two-part session on "The Computer Input 
Problem,” scheduled for Monday morning, will
Corporate practice ( from page 3) 
other characteristics of professional corporations 
which may be formed by members if the proposed 
rule is adopted:
• The corporate title must include only the 
name or names of one or more present or former 
shareholders or of one or more partners of a 
predecessor accounting firm.
• All shareholders must be CPAs.
• The principal executive officer must be a 
shareholder and a director.
• The right to practice as a corporation does 
not change the professional relationship or the 
obligation to comply with ethical standards.
If Council approves the proposed amendment, 
the ballot that is mailed to the membership 
would include the full text of the resolutions 
describing the characteristics of the professional 
corporations that members would be permitted 
to form.
If accepted, the proposed rule would replace 
the existing Rule 4.06, which reads as follows:
"A member or associate shall not be an officer, 
director, stockholder, representative, or agent of 
any corporation engaged in the practice of public 
accounting in any state or territory of the United 
States or the District of Columbia.”
feature talks by practitioners and representatives 
of suppliers of new input approaches. Excerpts 
from the new Institute video-tape professional 
development courses on "Computer Concepts” 
and "Auditing and Control of EDP” will be 
shown Monday afternoon.
Four concurrent presentations by suppliers of 
hardware and software are planned for late 
afternoon and evening on Monday. These tech­
nically oriented presentations are designed to 
acquaint participants with the capabilities and 
applications of these products and services.
Other topics in the program are "Approaches 
to the Auditing of EDP,” "Quality Control in 
Various Computer Environments,” and "Practi­
cal Applications of the Use of Time-sharing.”
The theme of the conference, "How the Local 
Practitioner Can Effectively Harness the Power 
of EDP,” is reflected in the simultaneous sessions 
planned for Tuesday afternoon. These deal with 
topics of interest to CPAs considering involve­
ment in EDP as well as those currently involved.
Registration forms and copies of the advance 
program may be obtained from Noel Zakin, 
Manager of Computer Technical Services, at the 
Institute. The registration deadline is May 5.
Tax division to testify at reform hearings
This month the Institute will make known 
its views on the tax reform proposals now being 
considered by the House Ways and Means Com­
mittee, when William T. Barnes, chairman of 
the Institute’s division of federal taxation, testi­
fies before the House group.
The House tax-writing committee began its 
hearings February 18 on some 45 tax reform sub­
jects. These include the tax proposals prepared 
by the Treasury Department under the Johnson 
Administration.
At this writing the Institute’s tax division is 
preparing testimony on a number of the pro­
posals under study. Tax-exempt foundations, un­
related business income tax, moving expenses, 
income averaging, multiple surtax exemptions, 
Subchapter S corporations, and estate and gift 
tax reform are among the subjects being consid­
ered for testimony. A full report on the tax 
division’s testimony will appear in the May issue 
of The Journal o f Accountancy.
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from  the Executive V ice President 
LEONARD M. SAVO IE
Net income for banks
On March 5, the Accounting Principles Board 
finalized its Opinion No. 13, which makes Opin­
ion No. 9 applicable to commercial banks. This 
means that banks which have independent audits 
will be reporting a net income figure in their
1969 financial statements.
Traditionally, banks have reported net operat­
ing earnings instead of net income. The net oper­
ating earnings figure does not include provision 
for loan losses, or gains and losses on securities 
transactions.
The new APB Opinion simply deletes the ex­
ception granted to commercial banks in Opinion 
No. 9. The exception had been made because, in 
December 1966, when Opinion No. 9 was issued, 
the Institute’s committee on bank accounting 
and auditing was in the process of recommending 
a format for the income statement of commercial 
banks. The committee’s work had been going 
on for several years and involved continuing dis­
cussions with the banking industry and the fed­
eral bank supervisory agencies. It seemed to the 
Board that banks should not be forced to report 
a net income figure before the committee on bank 
accounting and auditing had developed an in­
come statement format that would show net in­
come.
The committee finalized its audit guide, en­
titled "Audits of Banks,” in March 1968, but 
without the unqualified support of the banking 
industry. Although bankers, supervisors and 
CPAs all had yielded on various differences, 
the bank committee finally, and somewhat reluc­
tantly, issued its guide containing two recom­
mendations to which bankers strongly objected. 
The audit guide called for the presentation of a 
net income figure after the inclusion of an ap­
propriate provision for loan losses and securities 
gains and losses. Bankers objected to the inclu­
sion of these two items in net income because of 
what they thought were distortive effects caused 
by federal income tax considerations.
Commercial banks are permitted to deduct 
from taxable income a provision for loan losses 
according to a special formula. For most banks, 
the formula produces a larger amount than
would be necessary to provide for expected 
losses. The audit guide permitted a normal pro­
vision to be deducted before arriving at net in­
come, with the additional provision produced by 
the income tax formula to be treated as a segre­
gation of undivided profits. But for various 
reasons bankers were reluctant to split the pro­
vision for loan losses.
For federal income tax purposes, net losses 
on securities transactions made during a year by 
banks are deductions from ordinary income 
which is subject to the corporate tax rate of 48 
per cent. On the other hand, if during a reporting 
year there are net gains on securities transactions, 
they are taxed at the capital gains rate of 25 per 
cent. Sound financial management calls for banks 
to plan each year whether to have securities gains 
or securities losses. Often gains and losses are 
reported in alternate years and bankers have 
complained, with some justification, about the 
distortive effects of these transactions on net 
income.
Although these two points of difference re­
mained between the Institute’s committee and 
the banking industry, the committee felt obli­
gated to complete "Audits of Banks.” The guide 
had taken several years to produce and was 
sorely needed to guide Institute members in serv­
ing the growing needs of banks.
Thus, the guide was issued in March 1968, 
whereupon the Accounting Principles Board 
could no longer justify excluding banks from 
application of Opinion No. 9. The Board ex­
posed a short Opinion in May 1968 which would 
delete the two sentences of Opinion No. 9 pro­
viding the exception to commercial banks.
In August 1968, at the close of the exposure 
period, the American Bankers Association made 
an appeal to the Institute for still another meet­
ing of CPAs, bankers and supervisors to try once 
more to resolve the differences discussed above. 
Such a meeting was held in November and a 
compromise was tentatively agreed to. One of 
the points of agreement was that banks would 
report a net income figure for calendar year 1969.
The Accounting Principles Board at its early 
March meeting issued its Opinion and publicized 
it so that banks would be on notice in time to 
prepare first quarter 1969 statements on the new 
basis. The committee on bank accounting and 
auditing was expected to issue a supplement to
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"Audits of Banks” shortly thereafter.
At this writing, March 18, the supplement is 
not yet final, but it is clear that it would suggest 
averaging of both securities gains and losses and 
provisions for loan losses to reduce the distortive 
effects that would otherwise be obtained. The 
securities gains and losses would be spread by 
using a moving average of experience of recent 
years, such as six years. Unamortized gains and 
losses would be included in undivided profits, 
so that realized losses would not be shown as 
assets.
The supplement would suggest that loan 
losses, too, might be determined by the consis­
tent use of a moving average of experience of 
recent years, such as six years. Amounts in excess 
of the normal provision so determined would be 
treated as an appropriation of undivided profits, 
to be carried in the capital funds section of 
the balance sheet as a contingency reserve for 
loan losses.
We understand that the supervisory agencies 
at this time will not amend their reporting re­
quirements for banks, but they will accept finan­
cial statements presented as described in the 
audit guide supplement.
Like all compromise solutions to difficult prob­
lems, the compromise in the audit guide supple­
ment is not likely to be completely satisfactory 
to any of the interested parties. Yet it seems to be 
a constructive compromise that will prove to be 
beneficial to those who use financial statements 
of banks.
Audit guides are not approved by the Account­
ing Principles Board, although the chairman of 
the Board reviews them to see that positions 
taken are not inconsistent with pronouncements 
of the Board. Audit guides are likely to be re­
garded as more authoritative as to Institute mem­
bers than pronouncements of any body outside 
the Institute. They now carry a warning to mem­
bers that the members may be called upon to 
justify departures. Fortunately, there is evidence 
that the bank audit guide, with its supplement, 
will be followed by banks and independent audi­
tors and will be accepted by supervisory agen­
cies.
The resulting improvement in financial report­
ing of banks will be timely, for there is growing 
investor interest in stocks of banks. This interest 
is caused in part by the move toward diversifi­
cation by banks, aided to some extent through 
formation of one-bank holding companies, and 
the trend toward listing bank stocks on stock 
exchanges. W e understand that the New York 
Stock Exchange will not permit a bank holding 
company to list its stock on the exchange with­
out a commitment to have independent audits 
of the underlying banks. Increased investor in­
terest has added to the demand for such inde­
pendent audits.
Taken together, APB Opinion No. 13 and the 
supplement to "Audits of Banks” represent a 
significant step forward in financial reporting 
for banks. Until now the dominant influence in 
the development of bank accounting practices has 
been the protection of depositors. By bringing 
bank financial statements into closer conformity 
with those issued by other businesses, it will be 
made easier for shareholders and potential in­
vestors to make informed decisions, thereby serv­
ing the interests of both depositors and investors.
AICPA publishes informal interpretation of 
Opinion on accounting for income taxes
A booklet entitled "Accounting for Income 
Taxes — An Interpretation of APB Opinion 
No. 11,” which provides guidelines for the actual 
application of Opinion No. 11, was published 
this month by the Institute.
The authors — Donald J. Bevis, chairman of 
the subcommittee that prepared the drafts of the 
Opinion, and Raymond E. Perry — explain the 
developments leading up to the issuance of the 
Opinion and interpret the following major sub­
jects covered in the APB pronouncement:
• Interperiod allocation of income tax ex­
pense because of timing differences.
• Accounting for operating loss carryfor­
wards and carrybacks.
• Financial statement presentation of income 
taxes, including allocation within a period (in­
terperiod allocation).
They also give numerous examples of tax com­
putations for each of these subjects and discuss 
the problems involved in the retroactive appli­
cation of Opinion No. 11.
The publication represents the personal views 
of the authors and is not an official statement of 
the AICPA. It may be ordered from the Institute 
for $2.50; members’ discount price is $2.
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The week that was. .. in the press
There can be few CPAs these days who are not 
aware that the profession is getting probably 
more attention from the press than ever before. 
Needless to say, public relations practitioners 
who work for the Institute are constantly on the 
lookout for what appears in print about the pro­
fession. In fact, their scrutiny of news items and 
articles of opinion may be like an auditor’s watch 
on the returns from a request for customers’ con­
firmation of accounts with a brokerage firm.
The writer, away from the Institute offices for 
two days, has just now, on a Saturday morning, 
gone through a sheaf of clippings and memos on 
occurrences of the past week. A summary of what 
happened may be of interest to readers of The 
CPA.
The New York Times and The Wall Street 
Journal reported on the APB Opinion on banks’ 
financial statements to stockholders. This story 
was undoubtedly carried by many other news­
papers and business publications but out-of-town 
clippings have not yet reached the PR office.
Both the Times and Wall Street Journal also 
ran stories about the Opinion on accounting for 
convertible debt and debt issued with warrants.
Press announcement of two Opinions on suc­
cessive days, it can be assumed, conveys a sense of 
active work by the Board. And the tone of the 
stories clearly evidenced respect for the profes­
sion’s authority.
A "cover” story in Time magazine on con­
glomerates, contrary to some earlier expectations, 
did not attempt to "pin the donkey’s tail” on the 
profession as being complacent about this phe­
nomenon. In an article almost six pages in length 
accounting was mentioned briefly twice:
"Would he [the chairman of an acquirer com­
pany] have been successful without making the 
perfectly legal accounting changes that lifted 
earnings? The answer is elusive, but accountants 
agree that the question is pertinent.”
And, toward the end of the article, "If account­
ants cannot agree to require straightforward and 
easily comprehensible reporting of profits, fed­
eral authorities may.”
Concerning conglomerates, a speech by Insti­
tute Executive Vice President Leonard Savoie, 
describing accounting problems arising from 
some of the financing methods devised for corpo­
rate take-overs and delivered at a joint CPA- 
banker conference in Los Angeles, was carried 
on the Los Angeles Times news wire and ap­
peared widely.
The Daily Report for Executives published by 
the Bureau of National Affairs devoted over a 
full page to Mr. Savoie’s talk. Just today (March
8) the widely read New York Times column 
"Market Place” was given over entirely to it.
The week brought additional clips from news­
papers in all parts of the country of articles in the 
series on income tax returns, prepared by the In­
stitute and supplied to state societies for distribu­
tion.
The week also saw requests for reprints of the 
article on accountancy in the publication "Busi­
ness Careers After College,” put out by students 
at Princeton, mount to over 20,000. To date, 
reprints have been ordered by 14 state societies 
and by three large accounting firms for use in 
recruiting. The article has drawn requests for 
further information from over 100 college stu­
dents.
Of course, next week may be different. Even 
before these words are in print, the profession 
may be the subject, somewhere, of unfavorable 
publicity.
The continuing effort to improve financial re­
porting and to raise accounting standards is 
bound to stir controversy; and some of the contro­
versy is bound to make news copy. But even this 
reflects recognition that accountancy is important 
and that CPAs play a large role in the economy.
At any rate, the week at whose end these lines 
are written was good.
St ew a r t  Sc h a c k n e  
AICPA Public Relations Counsel
IRS booklet answers questions on 
self-employed retirement plans
Answers to 61 tax questions that are 
most frequently asked about HR 10 plans 
are now available in Internal Revenue 
Service Publication 566, ' ‘Questions and 
Answers on Retirement Plans for the Self- 
Employed." It deals with qualified pen­
sions, annuity, profit-sharing, and bond 
purchase plans and may be obtained 
free from any local IRS office.
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Robert Morris Associates honors John L. Carey
The Robert Morris Associates pre­
sented a resolution honoring Mr. Carey 
on his retirement at an executive com­
mittee luncheon last month. It was read 
by Arthur Nash of Brown Brothers Harri­
man & Co., a past president of RMA and 
chairman for two terms of RMA’s Com­
mittee on Relations With CPAs. It stated 
in part:
".  . Robert Morris Associates does 
hereby recognize Mr. Carey’s long and 
valued service to the accounting profes­
sion as an executive with the American 
Institute of Certified Public Accountants 
and its predecessor organizations. In 
particular, we wish to recognize his many
contributions to a better understanding 
between bankers and certified public 
accountants, brought about by his lead­
ership in developing programs of co-op­
eration between certified public account­
ants and the banking industry, and, 
specifically and particularly, the mem­
bers of Robert Morris Associates. In this 
activity, his clear insight, imagination, 
and vitality have been important factors 
in the successful development of many 
warm friendships and a true spirit of co­
operation between members of the two 
groups...."
RMA’s "Journal of Commercial Bank 
Lending” will publish the resolution.
Plans for the future—John L  Carey 
as accounting professor and historian
After his retirement from the Institute staff 
on May 1, John L. Carey will continue to pursue 
his interest in the growth of the accounting pro­
fession by teaching its future members and by 
reviewing its past events.
For the winter term of the 1970 school year, 
he will be Visiting Professor of Accounting at 
the University of Illinois Graduate School of 
Business Administration. In that capacity he will, 
over a four-month period, lecture graduate ac­
counting students on such matters as professional 
development, legal liability, state legislation and 
professional ethics.
For the months immediately following his re­
tirement, he will be engaged in completing his 
manuscript on the history of U.S. accounting. 
Tentatively titled The Rise of the Accounting 
Profession in the United States, the work will be 
published in two volumes. Volume I, "The First 
50 Years” (1886 to 1936), will be available from 
the Institute this summer. Volume II, "The Mod­
ern Era” (1937 to the present), should be avail­
able in the summer of 1970.
In the Preface to Volume I, Mr. Carey says 
he has "tried to relate the development of the 
profession to the changing environment, and to 
record the mistakes and the missed opportunities, 
as well as the victories and achievements.
"There are striking parallels between prob­
lems confronting accountants many years ago 
and those facing them today. Lessons can be 
learned from the failures as well as the successes 
of the past.”
And for the profession to avail itself of the "al­
most unlimited” opportunities of the future, it 
must improve itself in many ways, he states. 
Therefore, the purpose of his book is to exam­
ine "what has happened, and why, and how,” 
in the hope that it "may facilitate the determina­
tion of what yet needs to be done.”
In-depth computer course (from page 6)
participant is $2,000, which will cover instruc­
tion, materials and supplies, computer time, 
lunches and coffee. The fee will not include room 
or board, travel expenses, or the costs of using the 
university’s recreational facilities. Participants 
will live near the campus and attend the classes 
at the university.
Any member interested in the course must 
send a check for $1,000 to the PD division by 
April 25. The remaining $1,000 will be due on 
or before May 31. If there are less than 20 regis­
trants by April 25, the program will be canceled 
and all checks returned. Cancellations after 
April 25 and before May 31 are not refundable 
if they reduce total participants to under 20. No 
refunds will be made for cancellations after 
May 31.
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Ethics committee issues opinion
The ethics committee, which is the executive 
group of the division of professional ethics of the 
American Institute, has just issued the ethics 
opinion which follows:
Ethics Opinion No. 19: Independence of 
Members Expressing Opinions on Financial 
Statements of Banks
Rule 1.01 states in part "A member . . . before 
expressing his opinion on financial statements, has 
the responsibility of assessing his relationships 
with an enterprise to determine whether, in the 
circumstances, he might expect his opinion to be 
considered independent, objective and unbiased 
by one who had knowledge of all the facts.”
With the increasing number of engagements 
involving the expression of opinions by certified 
public accountants on the financial statements of 
banks, questions have been raised as to whether 
a deposit or a loan relationship between a bank
and its auditors may affect the auditor’s inde­
pendence.
With respect to deposits, the auditor’s inde­
pendence may be impaired if deposits of a mem­
ber or his firm are in jeopardy during the period 
from the commencement of field work to the 
date of the auditor’s report.
If a member or his firm has loans from a bank 
which in the aggregate are material in relation 
to the net worth of the firm and its partners, or 
if a partner has a loan from a bank not guaranteed 
by the firm which is material to the net worth of 
the partner, he would be considered to be lacking 
in independence. Materiality applies to the pe­
riod mentioned in the preceding paragraph.
Where the bank maintains a trust department, 
the auditor should also assess his relationship 
with that department in the light of the foregoing 
criteria. For example, if the trust department 
holds a trust fund of which the auditor is a bene­
ficiary or holds assets of the auditor’s retirement 
plan and such assets are in jeopardy during the 
period of his examination, the auditor’s inde­
pendence may be impaired.
the CPA A P R IL  1969
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Agenda for the spring Council meeting
At its meeting May 5-7 in Colorado Springs Council will consider two proposed 
amendments to the Code of Professional Ethics—one requiring disclosure of 
departures from APB Opinions (Rule 2.02 (e) ) and the other permitting mem­
bers to practice in corporate form (Rule 4.06) (see The CPA, April69, pp. 3, 
11). If approved by Council, the proposed amendments will be discussed at the 
annual meeting in Los Angeles this fall and then will be voted on by the full 
membership in a mail ballot.
Other items on the agenda include the report of the committee on education 
and experience requirements, which recommends the elimination of the expe­
rience requirement ( The CPA, April69, pp 4-5), and a proposed resolution 
on recruiting from minority groups, which has as its objective the full integra­
tion of the profession.
Council will also consider for approval a proposed revision of the Charter of 
the Accounting Principles Board and the nominees for the APB and the Trial 
Board. In addition, it will hear an interim report on the significant work of the 
AICPA committees and staff since last fall’s meeting of Council and the an­
nouncement, by the awards committee, of the recipient of the AICPA Gold 
Medal Award for Distinguished Service to the Profession as well as speeches on 
such topics as independence, management services, legal liability, reporting 
standards, auditing, education and federal taxation.
Full coverage of the meeting will appear in the June CPA.
Professional liability insurance program announced
The AICPA has announced the availability of a program of accountants’ pro­
fessional liability insurance for members of the Institute. The program was 
developed to provide members with coverage against possible catastrophic 
financial loss resulting from a lawsuit.
In announcing the plan, John S. Schumann, chairman of the committee on 
accountants’ legal liability, stated that Institute members should re-evaluate 
the adequacy of their present insurance coverage. He noted that several surveys 
have indicated that some members often carry less professional liability insur­
ance than automobile coverage and, in light of the recent rising number of 
claims against accountants and the increased size of the claims, such limited 
coverage would appear grossly inadequate.
There are two plans available under the program developed by the AICPA: 
primary coverage and excess liability coverage. ( continued on page 11)
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R A LPH  E. K EN T
Let's take the blinders off
John Gardner said, "One of the ominous facts 
about growth and decay is that the present suc­
cess of an organization does not necessarily con­
stitute grounds for optimism.”
The accounting profession is expanding at a 
rapid pace. Membership in our 82-year-old Insti­
tute will come within a whisker of doubling in 
the decade of the 1960’s—from 35,000 to 69,000.
Gross national product, expressed in stable 
currency, will have risen slightly over 60 per cent 
in the 1960’s. Thus, during a decade when the 
business economy has been expanding at a rate 
never before sustained, our own Institute mem­
bership has increased at a pace more than 50 per 
cent higher.
A 1968 projection of GNP for 1975 provides 
a current dollars estimate of $1,336 billion com­
pared with $860 billion for 1968. The essential 
message of these figures is that real growth in 
the period to 1975 is expected to continue at an 
above-average pace.
W ill the accounting profession grow at the 
same rate as the economy as a whole? Past expe­
rience would lead us to say the profession will 
expand at a higher rate. But to go back to the 
opening quotation, do our past successes neces­
sarily constitute grounds for Institute optimism?
The answer, it seems to me, depends on the 
success with which the Institute responds to the 
opportunities being thrust upon it.
Will, for example, the Institute accelerate its 
research and its decision-reaching processes so 
that answers to financial reporting questions are 
provided in timely fashion? There will surely be
more problems to be solved in the next ten years 
than during the APB’s first ten years.
Will the Institute attach greater priority to 
meeting the expanding attest function desires 
of the public interest even though doing so may 
increase our already high level of liability? W ill 
we respond to this need with the required sense 
of urgency?
W ill the Institute take the leadership role in 
the establishment of governmental tax policies 
that is warranted by the competence and objec­
tivity of our tax practitioners? W ill we demon­
strate our willingness to make hard decisions 
and let the chips fall where they may?
W ill the Institute be effective in fulfilling the 
requirement for a substantially expanded flow 
of accounting-major college graduates? Will 
these graduates have the education recommended 
in Horizons for a Profession? W ill our profes­
sional development program provide the tech­
nical knowledge which converts broadly educated 
graduates into trained professionals?
Will the Insitute provide leadership in the 
establishment of professional standards for man­
agement advisory services? Will we have the 
foresight to set these standards high so that our 
management services endeavors will enhance— 
not erode'—the reputation of the profession?
And there are other questions which can be 
asked as we contemplate the needs of the 1970’s. 
To come to grips with these questions, the first 
requirement is that we take off the blinders of 
complacency. W e will need every bit of our 
vision!
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3An open letter to President Kent 
(and 67,000 Institute members)
Dear Ralph:
That was a warm and friendly letter you ad­
dressed to me in the April CPA. It pleases me, 
naturally, to know that you feel I have done a 
satisfactory job for the Institute.
However, I feel in debt to the Institute, rather 
than the reverse. No one could have had a more 
satisfying career. To be part of a growing, dy­
namic organization is an exciting and enriching 
experience. It has given me the opportunity to 
use to the full extent whatever abilities I had. 
(I  wish I had had greater abilities— there would 
have been plenty of room for them, too!)
More important, I have had the rare privilege 
over the years of working with thousands of 
CPAs in a wide variety of problems. These men 
and women, in firms of all sizes, in universities, 
in industry, and in government, have been, as a 
group, highly intelligent, disciplined, sincere and 
hard-working people, devoted to their profes­
sion. No wonder it has progressed so rapidly— 
and no wonder that I have been stimulated by 
association with them.
There is no doubt today that the accounting 
profession has reached an all-time high in recog­
nition and influence. With added visibility, of 
course, comes increasing attention and criticism, 
but this is not all bad. Perfection has not been 
attained, and criticism keeps us striving for it.
The problems that faced the profession in the 
past have been surmounted—sometimes with 
great difficulty. I ’m confident that the problems 
faced today, and those as yet unseen which will 
arise in the future, will also be solved, no matter 
how tough they are.
It will give me great satisfaction to feel— as 
you have reassured me—that I have had a part in 
developing an Institute strong enough to cope 
with whatever it encounters.
Since I consider myself the beneficiary of my 
association with the Institute, it is almost embar­
rassing to have so many expressions of apprecia­
tion of my efforts: your own letter, the resolution 
of Council last fall, the complimentary remarks 
by President Marvin Stone at the annual meet­
ing, and the establishment of the scholarship 
fund for graduates at Yale, my alma mater, who 
wish to study accounting at graduate school, to
which so many members have so generously 
contributed.
I ’d be less than human if I weren’t touched by 
these expressions of approval, and I will cherish 
them.
Thanks again, and thanks to all those members 
who have made my work here so rewarding.
Sincerely, 
Jack Carey
May 1 ,  1969
Price-level field test supports 
ARS No. 6 findings
An analysis of a recent field test of general 
price-level accounting sponsored by the Account­
ing Principles Board seems to bear out the view 
of Accounting Research Study No. 6 that the 
presentation of supplementary general price- 
level financial statements would make available 
potentially useful information that otherwise is 
not disclosed.
The analysis, which was prepared by Paul Ro­
senfield, project manager in the AICPA account­
ing research division, will appear in the June 
issue of The Journal of Accountancy. The article, 
entitled "Accounting for Inflation —  A Field 
Test,” explains that 18 companies of varying 
sizes and types were asked by the APB to restate 
their financial statements for changes in the gen­
eral price level in accordance with the guidelines 
recommended in ARS No. 6.
In discussing the results of the test, Mr. Rosen­
field states that "in spite of the modest rate of 
inflation in the United States in recent years, 
differences between financial statement amounts 
before and after restatement for general price- 
level changes were significant for many of the 
companies.” He goes on to analyze the effects of 
the restatements on five types of items:
1. Net income
2. General price-level gains and losses on 
monetary items
3. Proportion of net income paid in federal 
income taxes
4. Proportion of income distributed as cash 
dividends
5. Rate of return on owners’ equity.
4Time and Newsweek focus on 
accounting; Savoie responds to Time
Within the same week, the country’s two lead­
ing news magazines carried full-page articles on 
the accounting profession. Newsweek, in its 
April 7 issue, had a commentary by a senior edi­
tor, Clem Morgello, who discussed application 
of accounting principles to the merger movement. 
The April 11 issue of Time considered current 
aspects of corporate financial reporting, with ref­
erence to the Accounting Principles Board and 
AICPA Executive Vice President Leonard M. 
Savoie.
Mr. Morgello, who had attended the Insti­
tute’s Sixth Seminar on Financial Communica­
tions recently at Tarrytown, N. Y., wrote a 
constructive article under the heading, "The 
Conglomerates Face an Accounting.” He dis­
cussed the proposed APB Opinion on earnings 
per share and the Board’s current consideration 
of accounting for mergers and goodwill.
Referring to "the accountants’ own desire to 
refine tools that are not as precise as many might 
imagine,” Mr. Morgello noted that CPAs are 
working on a number of rule changes "that may 
significantly alter the way corporations report on 
their operations.”
Time, on the other hand, concluded that 
accountants must "produce some tougher yet 
simpler rules” for corporate reporting, adding: 
"Their failure to do so has helped to promote 
the very thing that they hoped to discourage— 
a speculative fever, fired up by reports of earn­
ings that look fatter than they really are.”
To correct some obvious inconsistencies in the 
Time article, Mr. Savoie sent the following letter 
to the editor:
"The article ‘Cooking the Books to Fatten 
Profits’ is preceded by a quotation, one line of 
which is, Skim milk masquerades as cream. The 
line applies to the article itself, which presents 
'skim milk’ comments as 'cream’ facts. For ex­
ample:
" 'Accounting practices . . . have grown in­
creasingly elastic.’ The fact is the exact opposite.
" 'The chairman of Loew’s Theaters is quoted, 
"There’s no rule on how to keep the books.” ’ 
Perhaps the gentleman is reported correctly, 
but the fact is that there are rules—many of 
them, as the author must have known.
"The article concludes that the 'failure’ of ac­
countants to produce tougher rules results in 
'reports of earnings that look fatter than they 
really are.’ Yet the immediately preceding para­
graph says '. . . Litton Industries was forced to 
show its 1968 net per share as $1.83, whereas the 
true figure [the author’s judgment of "true”]  . . .  
was $2.33.'
"$1.83 is fatter than $2.33? Skim milk? 
Cream?”
Contributions to Carey Scholarship 
Fund approach the $68,000 mark
As of May 2, a total of 1,005 accounting firms 
and individuals have contributed $67,698 to the 
John L. Carey Scholarship Fund, established 
in January to provide annual scholarship grants 
to eligible members of the graduating class at 
Yale, Mr. Carey’s alma mater. Recipients would 
be those seniors who plan to enroll in a post­
graduate accounting program with the intention 
of pursuing a career in professional accounting.
The contributions break down as follows: 
$28,925 from 115 firms and $38,773 from 890 
individuals. As it stands at press time, the income 
from the fund would very nearly pay the expenses 
of one Carey Scholar.
Members interested in contributing to the fund 
still have an opportunity to do so. A contribution 
form was published in the April issue of The 
CPA.
New PD seminar on computer hardware
The latest offering in the AICPA’s profes­
sional development program— a one-day seminar 
on Computer Input Systems Hardware & Appli­
cations—will cover recent equipment refine­
ments in the areas of punched paper tape, optical 
character recognition, keyboard-to-magnetic tape 
and direct entry systems; systems design consid­
erations; and a comparative analysis of available 
techniques.
Prepared and presented by H. Richard Cossa­
boon, Jr., president and cofounder of Manage­
ment Concepts, Inc., a management consulting 
firm specializing in information systems, the 
seminar will be presented in San Francisco (June
9 ) ;  Chicago (June 11) and New York City 
(June 13). The registration fee of $50, which 
covers all sessions, course materials and lun­
cheon, should be sent to the sponsoring state so­
ciety.
A new management tool for the growing firm—
Management of an Accounting Practice 
Bulletin No. 25:
GUIDE TO PREPARING A STAFF MANUAL 
FOR A PUBLIC ACCOUNTING FIRM
The staff manual (or personnel and office manual) is a clear and com­
prehensive statement in print of an accounting firm’s policies. As such, it 
can be one of the firm’s most valuable tools. It appears, however, that some 
firms do not use a staff manual because of uncertainties as to its preparation 
or because they feel that the resulting benefits may not justify the time 
required in writing it.
This new MAP bulletin begins by emphasizing the importance of the 
staff manual as a yardstick of expected personnel performance. It then 
shows in practical terms how to design a manual which will be most effec­
tive in terms of form and content. . .  and well repay its cost.
The text follows the outline of a typical staff manual, discussing in 
detail such questions of accounting firm policy and procedure as: History, 
organization and philosophy of the firm. . .  Personal conduct. . .  Compen­
sation . . . Employee benefits . . . Working hours, vacations, holidays and 
time off. . .  Travel and expense reimbursements . . .  Office procedures and 
routines . . .  Filing procedures . . . Equipment, supplies and forms.
The comprehensive outline and discussion are supplemented throughout 
with actual examples selected from the manuals of successful firms.
103 PAGES $2.00 PER COPY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the publications indicated below:
____ MAP No. 25: Guide to Preparing a Staff Manual for a Public
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MEMBER’S NAME__________________________________________________________ —— —
FIRM______________________________________________________________________________
(if part of mailing address)
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(Please add 6 percent sales tax in New York City. Elsewhere in New 
York State, add 3 percent state tax plus local tax if applicable.)
AICPA Member Discount—AICPA publications are available to members at 
a 20 percent discount in the case of minimum orders of $2.50. If your order 
totals $2.50 or more, please deduct 20 percent from the list prices shown.
SEE REVERSE SIDE FOR LIST OF EARLIER BULLETINS STILL AVAILABLE
These Earlier Management of an Accounting Practice 
Bulletins Are Still Available
No. 14: Basic Financial Reporting for Accounting Firms (0434)
No. 14d: Revenue and Expenses of Accounting Firms (0429)
No. 15: Fee Determination, Costing and Budgeting for Accounting 
Firms (0435)
No. 16: The Difficult Art of Managing Your Time (0436)
No. 17: Advanced Planning for Continuation of a Practice (0437)
No. 18: Application of Data Processing to the Management Require­
ments of Accounting Firms (0438)
No. 19: Retention of Records in Offices of CPAs (0439)
No. 20: How to Improve Staff Member Motivation (0440)
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A practical discussion of an important subject
ACCOUNTING FOR INCOME TAXES-
An Interpretation of APB Opinion No. 11
BY DONALD J. BEVIS, CPA AND RAYMOND E. PERRY, CPA
Opinion No. 11 of the Accounting Principles Board (released in Decem­
ber 1967) is the most complete and authoritative statement to date on the 
subject of income tax accounting. Furthermore, its conclusions signifi­
cantly modify the earlier views expressed by the Committee on Accounting 
Procedure and by the Board itself. They also vary in some important 
respects from recommendations of Accounting Research Study No. 9 : 
Interperiod Allocation of Corporate Income Taxes.
In this specially prepared booklet, the authors analyze the implications 
of Opinion No. 11 in its major areas of concern: (1) interperiod allocation 
of income tax expense because of timing differences, (2) accounting for 
operating loss carrybacks and carryforwards, and (3) financial statement 
presentation of income taxes including allocation within a period.
In the course of providing suggested guidelines for the application of 
the Opinion’s provisions in actual practice, the authors also offer practical 
examples which clearly illustrate the various computations and financial 
presentations involved. The complete text of APB Opinion No. 11 is in­
cluded in the booklet for easy reference. List price $2.50.
DISCOUNT PRICE TO AICPA MEMBERS $2.00
NOTICE TO ARA MEMBERS— Members of the Accounting Research 
Association will automatically receive one free copy of the above book. 
(In the case of multiple-office firms, one free copy will be available for 
each office.) ARA members may order additional copies at 40 percent 
discount off the list price. (Quantity discounts are not applicable in the 
case of such orders.)
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y . 10019
Gentlemen: Please send, postpaid,______ copies of A c c o u n t in g  f o r
In com e T a x e s — An Interpretation of APB Opinion No. 11 (0035) at 
the AICPA member discount price of $2.00 each. Payment is enclosed.
MEMBER’S NAME_____________________________________________________ _
FIRM_______________________ __________________________________________________
(if part of mailing address)
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CITY____________________________________ STATE____________________ ZIP___________
(Please add 6 percent sales tax in New York City. Elsewhere in New 
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9International relations committee 
meets in Mexico City
The impact of a new Japanese accounting law 
on American CPA firms was one of the topics 
discussed at a meeting of the committee on inter­
national relations held in Mexico City on April 
11. The Japanese Ministry of Finance expects 
that by 1970 financial statements filed in accord­
ance with the Japanese securities law would be 
prepared by audit corporations, which are sim­
ilar to U.S. partnerships. Traditionally, Japanese 
CPAs have practiced alone rather than in part­
nerships. U.S. firms would qualify as audit corpo­
rations as long as they have five partners who are 
either Japanese CPAs or qualified foreign ac­
countants registered under Japanese law.
In other areas the committee deferred taking 
action on revising Professional Accounting in 
25 Countries until after a study has been made 
on whether there would be a market for the re­
vision, and reviewed a new French accountancy 
law and accounting developments in The Nether­
lands. The committee learned that the Inter-
An ethics reminder
Institute members have received mail­
ings from an organization asking them to 
become associates and offering to pro­
vide them with “ monthly bookkeeping, 
accounting and tax service clients as fast 
as they can absorb them into their prac­
tices.”
Members receiving such offers are 
reminded that Opinion No. 2 of the com­
mittee on professional ethics provides 
that a member may not do through an­
other acts which, if carried out by the 
member himself, would place him in vio­
lation of the bylaws or Code of Profes­
sional Ethics. This organization's use of 
advertising and solicitation techniques 
would place a co-operating Institute 
member in violation of Rules 3.01 and 
3.02. Further, Rule 4.02 prohibits a mem­
ber from practicing in the name of an­
other unless he is in partnership with him 
or in his employ.
American Accounting Conference will not be 
held this year as scheduled because of organiza­
tional problems.
Other highlights of the committee’s visit in­
cluded two evening receptions for officers and 
directors of the Mexican Institute and the AICPA 
committee members and a speech in Spanish by 
Institute presidential nominee Louis M. Kessler 
on the importance of practice rights in Mexico 
for CPAs and CPA firms.
Sub-board expels two members
An ad hoc committee of the Trial Board met 
in Washington, D. C., on October 13, 1968, to 
consider the request for review of a decision of a 
sub-board of the Trial Board, which found that 
a member had violated Rules 3.01 (advertising) 
and 3.02 (solicitation) of the Code of Profes­
sional Ethics and decided to let stand the sub- 
board’s decision that he should be expelled from 
membership in the Institute.
The member did not appear in response to a 
summons to a sub-board hearing on April 17, 
1968. The sub-board received evidence that the 
member had mailed to prospective clients cards 
announcing that he was specializing in consulting 
services in financial planning and control. The 
announcement card identified him as a certified 
public accountant and listed nine types of con­
sulting services which he was prepared to render. 
The member argued that he would not perform 
other auditing or accounting work and that, since 
he was employed on a full-time basis by a man­
agement consulting firm, his activities did not 
violate the Code of Professional Ethics.
The sub-board found applicable Rule 4.05, 
which provides that "A member or associate 
engaged in an occupation in which he renders 
services of a type performed by public account­
ants, or renders other professional services, must 
observe the bylaws and Code of Professional 
Ethics of the Institute in the conduct of that occu­
pation.” Since the member was offering services 
of a type performed by public accountants, all 
the rules of the Code, including the advertising 
and solicitation rules, applied to his activities, 
even though he was not offering the full range 
of services normally performed by CPAs.
The sub-board also declined to accept the 
member’s resignation ( continued on page 12)
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Minority recruitment committee measures its progress, looks ahead
At its meeting in New York on April 18, the 
committee on recruitment from minority groups 
marked the progress being made in the projects 
set in motion after its organization meeting in 
January (see the March CPA, p. 3) and discussed 
plans for further recruiting and educational 
efforts.
The following pro- 
gram s e ith er are 
under way or were 
considered by the 
committee, which is 
chaired by Edwin R. 
Lang, to be means of 
fulfilling its objec­
tives:
1. Visits to pre­
dominantly black col­
leges in the South to 
get students in ter­
ested in accounting.
2. Co-operation 
with an American Ac­
counting Association 
t a s k  f o r c e  f o r  
strengthening the ac­
counting offerings in 
the black colleges.
3. Scholarships to encourage or make it
Edwin R. Lang (l.) and 
Robert Edward Hill
possible for black students to study accounting.
In other actions, the committee discussed pro­
grams for a summer institute to prepare students, 
after graduation, for public accounting; plans 
for communicating better with black students at 
both high school and college levels; and fund 
raising within the accounting profession and 
from foundations.
A number of predominantly black colleges 
have forwarded to the committee resumes of stu­
dents who are finishing their junior years this 
spring with at least 12 credit hours in accounting; 
and a number of firms have indicated willingness 
to provide internships for these students.
It was announced that three members of the 
committee will be panelists at the western re­
gional meeting of the AAA. Bert M. Mitchell 
will discuss the history of the black accounting 
profession; Robert Edward Hill will talk on 
education of the black minority; and Dr. Joe J. 
Cramer, Jr., will discuss the role of the profes­
sional associations and firms in integrating the 
profession. [Dr. Cramer was improperly identi­
fied in the March CPA story referred to earlier. 
He should have been designated as associate pro­
fessor of accounting at The Pennsylvania State 
University, on leave as Faculty Resident in the 
Chicago office of Arthur Andersen & Co.]
Members of the AICPA committee on recruitment from minority groups met recently in New York. 
David W. Thompson, not pictured, was also present at the all-day discussions. See story above.
Joe J. Cramer Wayne J. Albers Bert N. Mitchell Kenneth B. Wackman Robert J. Samson Lincoln Harrison
11
Liability insurance (from page 1)
Primary coverage is the basic liability insur­
ance plan protecting an individual or firm of ac­
countants against claims arising from breach of 
contract, neglect, error, omission, dishonesty, 
misrepresentation, fraud, libel or slander, includ­
ing protection against costly legal defense.
According to an Institute survey, 20 state so­
cieties (including the District of Columbia so­
ciety) now sponsor accountants’ liability plans; 
31 do not. The primary plan developed by the 
Institute has been established to make such cov­
erage available to members in states which do 
not sponsor their own plans. The AICPA-devel­
oped plan provides for protection of either (a) 
$250,000 per occurrence with a $500,000 annual 
aggregate limit or (b) $500,000 per occurrence 
with a $1,000,000 annual aggregate limit. An­
nual premiums depend on the amount of cover­
age elected and the number of individuals (part­
ners and employees) in the firm. For example, 
a firm with 20 partners and/or employees elect­
ing $500,000/1,00,000 coverage would pay a 
$525 annual aggregate premium for primary 
coverage.
The excess liability plan provides for $1,­
000,000 of excess insurance above the coverage 
under a primary plan. Under this plan, primary 
coverage must be at least $500,000/1,000,000 
under an acceptable (but not necessarily the In­
stitute-sponsored) primary plan.
Annual premiums for the excess coverage de­
pend on the number of individuals in the firm 
and on whether coverage for losses arising from 
the Securities and Exchange Commission Acts 
of 1933 and 1934 is elected. For example, $1,­
000,000 of excess coverage, including protection 
against claims arising under the Securities Acts, 
for a firm of 20 individuals would require a $313 
annual premium.
Both plans were developed by the Institute 
because of the difficulties which members have 
been encountering in obtaining such coverage. 
Although developed by the AICPA, the plans 
are operated by an international firm of insur­
ance brokers and are underwritten by two lead­
ing insurance companies.
In co-operation with those state societies not 
sponsoring any plan, the Institute has sent infor­
mation about both the primary and excess plans 
to member firms and individual practitioners. In­
formation about the excess coverage is being sent 
similarly to some state societies presently spon­
soring a primary plan and it is available to others 
who may desire it. Information on the plans is 
available from the AICPA technical services di­
vision, Joseph Bencivenga, Manager, Auditing 
Procedure.
Ethics committee answers 
two queries on advertising
Q. An investment banking firm sponsored and 
promoted through a newspaper ad a series of ac­
quisition and merger seminars open to the public. 
Two Institute members were listed as seminar 
speakers, along with lawyers and representatives 
of banking and other industries. The firm or busi­
ness affiliation of each speaker was also shown 
together with his position, such as "partner,” 
"manager,” "president,” etc. Was the listing of 
the two Institute members and their firm names 
in the advertisement a violation of Rule 3.01 on 
advertising?
A national accounting association sponsored 
a seminar program open to the public on acquisi­
tions and mergers. In the announcement used to 
promote the program two Institute members 
were listed with their firm affiliations and titles 
which indicated specialized areas of practice. Is 
it proper for this information to appear in the 
program?
A. When Institute members participate in sem­
inars dealing with acquisitions and mergers and 
other technical subjects, the profession receives 
recognition of its competence in that field. It is 
not improper for Institute members to be listed 
as seminar speakers in newspaper ads and an­
nouncements of such programs and for their 
CPA titles, firm affiliations and status, such as 
"partner,” "principal” or "manager,” to be 
shown. However, in newspaper ads or widely 
distributed printed matter, such as seminar pro­
gram announcements, which are distributed to 
many who do not actually attend the seminar, 
the size and location of an Institute member’s 
firm and its departments of specialization should 
not appear. A member’s competence to speak on 
specialized technical subjects may be mentioned 
when he is introduced as a speaker at the seminar, 
and his title may also be mentioned even if it indi­
cates a specialty.
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Trial Board ( from page 9)
from membership in the Institute. Under Article 
V, Section 1, of the bylaws, action upon the resig­
nation of a member against whom charges are 
pending is taken by the sub-board appointed to 
hear the case.
As part of his request for review of the sub- 
board decision, the member submitted extracts 
from a memorandum of his legal counsel. The 
ad hoc committee reviewed the substance of the 
member’s objection, and decided that the proce­
dures provided in the bylaws and Trial Board 
Rules of Practice and Procedure had been fol­
lowed. The decision of the sub-board that he 
should be expelled from the Institute became 
effective with the denial of his request for review 
on October 13, 1968.
On October 14, 1968, a sub-board considered 
charges of the ethics committee that Homer T. 
Bullard, Jr., Post Office Box 315, Waynesville, 
North Carolina:
1. Had failed to file North Carolina state 
income tax returns for the fiscal year ending 
September 30, 1965, within the time prescribed 
by law.
2. Had been sentenced by a North Carolina 
court upon a plea of nolo contendere to a charge 
of failing to file state income tax returns for the 
fiscal years ending September 30, 1964 and 1965.
3. Had been sentenced by a North Carolina 
court upon his plea of nolo contendere to a 
charge of furnishing "fraudulent information on 
income tax” to a representative of the North 
Carolina Department of Revenue.
4. Had had his North Carolina CPA cer­
tificate permanently revoked by the North Caro­
lina State Board of Certified Public Accountant 
Examiners.
A previous hearing scheduled for May 5 ,  1968, 
had been postponed at the request of Mr. Bul­
lard’s legal counsel. Although summoned to the 
October hearing, Mr. Bullard did not appear in 
his own defense.
The sub-board found that the ethics commit­
tee’s charges were proved and decided that Mr. 
Bullard should be expelled from the Institute. 
Since no request for review of the sub-board de­
cision was filed within the time prescribed in the 
bylaws, his expulsion became effective on No­
vember 13 , 1968.
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James Needham, CPA, is new SEC Commissioner
James J. Needham, a partner in the New York City office of A. M. Pullen & 
Company, has been appointed by President Nixon to the Securities and Ex­
change Commission. A resolution to the effect that a "practicing CPA” should 
be appointed to the SEC had been adopted earlier at the AICPA Council meet­
ing (see page 15). The announcement was made on May 28, but The Wall 
Street Journal carried a story of the expected appointment in its May 26 issue. 
Mr. Needham, a member of the AICPA Council, is the first Commissioner in 
several years who is not a lawyer.
Council meeting highlights: incorporation, departures from Opinions, experience, 
minority groups, APB charter
The Council of the American Institute, at its May 5-6 meeting in Colorado 
Springs, approved the two proposed amendments to the Code of Professional 
Ethics which were described in detail in the April CPA (pp. 3, 11) and which 
are summarized in this issue. The first proposal, amending Rule 4.06, would 
permit members to practice in the form of a professional corporation whose 
characteristics conform to a resolution of Council (see page 9) and the sec­
ond, amending Rule 2.02(e), would require members to disclose material 
departures from Opinions of the Accounting Principles Board (see page 3). 
Both amendments will be discussed at the annual meeting in Los Angeles in 
October and will then be sent to all members for a mail ballot.
Council also approved the recommendations of the committee on educa­
tion and experience requirements for CPAs (see the April CPA, pp. 4-5) which 
urge that the qualifying experience requirement need not be met by CPA candi­
dates with five years of college study (see page 4 for summary). In other ac­
tions, Council:
• Approved a resolution to encourage young men and women of high 
potential from disadvantaged groups to enter the accounting profession (see 
story on page 15).
• Approved a revision in the charter of the Accounting Principles Board 
(see story on page 3).
• Authorized a program for the guidance of ( continued on page 15)
Truth in Lending Act is explained for members
For a special analysis of the Truth in Lending Act, effective July 1, 1969, 
see pages 20-23. Milton W. Schober, CPA, one of the authors of Regula­
tion Z, describes how the Act works and explains some of its implications 
for accountants in a report provided as a special service to members by the 
Institute’s professional development division.
2Our national professional legislature
In my opening remarks at the spring Council 
meeting last month I suggested that Council is 
more than the governing body of the Institute— 
it is, in many respects, the national legislature of 
the profession. What a meaningful session our 
national legislature had in the following days!
This issue of The CPA reports the action taken 
on major items under consideration. Included 
were precedent-breaking decisions relating to: 
practice in corporate form, education and expe­
rience requirements for new CPAs, tightened re­
quirements to disclose variations from APB 
Opinions, special attention to educational and 
job opportunities for minority groups, and APB 
charter provisions to facilitate the work of this 
increasingly important professional body.
Just as in any legislative body, few decisions 
were unanimous— the controversial nature of the 
issues made this impossible. The Institute com­
mittee chairmen and staff had presented the issues 
clearly and comprehensively in well-prepared, 
advance written material. Wide-ranging and con­
flicting views were expressed in the oral discus­
sion. But, in the final analysis, thoughtful and 
courageous conclusions were reached.
Council expressed its appreciation to members 
of the APB and its supporting staff for their dedi­
cation to the work of the Board. It also called 
for the appointment of a practicing CPA to the 
Securities and Exchange Commission in recogni­
tion of the Commission’s need for that viewpoint 
to be represented in its deliberations.
If we could combine the titles— and one of the 
common threads —  in two thought-provoking
 
Editor: Barbara J. Shildneck 
Production Assistant: Ingrid A. Pena
papers presented at the Council meeting by 
Leonard Savoie and John Lawler, it would come 
out as "Action is the Road to Progress in the Di­
vided House of Accounting.”
Mr. Savoie pleaded for a sense of urgency on 
the part of all concerned in the raising of pro­
fessional standards, for a willingness to listen to 
all views and to accept majority positions when 
our own views do not prevail, and for the cour­
age to make decisions.
Mr. Lawler cited as one of the profession’s 
problems its rather leisurely pace in resolving its 
problems, and warned that an uncompromising 
insistence upon individual preferences in de­
cisions can become at some point a form of self- 
indulgence. As he expressed it, "the pursuit of 
perfection, if carried to excess, can create a bar­
rier to progress.”
In his commentary, John Lawler also discussed 
internal stresses which he urged not be ignored. 
He referred to:
• The possible conflict between the extension 
of professional services into new areas vs. the 
danger of a loss of identity.
• The recruitment of specialized talents be­
yond the ranks of the profession vs. the recogni­
tion to be accorded these non-CPA specialists by 
the profession itself.
• The competition among firms vs. the main­
tenance of a high level of professional conduct 
based on self-discipline.
In summary, it was indeed a stimulating, ac­
tion-packed meeting. Those of us fortunate 
enough to be present came away better informed 
on the issues and proud of our national profes­
sional legislature.
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from  the President 
RALPH E. KENT
Amendment to disclose departures from 
APB Opinions is approved by Council
Council’s approval of an amendment to Rule 
2.02 means that any failure to disclose departures 
from Opinions of the APB would constitute "an 
act discreditable to the profession” and would 
subject members to discipline by the Trial Board. 
Members acting as independent auditors would 
be required to see to it that departures from APB 
Opinions which are material in effect are dis­
closed in their audit reports or in footnotes to the 
financial statements and, where practicable, that 
the effects of the departures on the financial state­
ments are shown.
Through prior actions of the APB, the require­
ment applies with equal force to departures from 
provisions of accounting research bulletins and 
Opinions that relate to the form and content of 
the financials, the adequate disclosure of informa­
tion and the methods of applying principles and 
practices.
The language of the proposed amendment 
would be substituted for the present Rule 
2.02(e). Following are the introduction to the 
rule and the proposed change, which is in italics:
"In expressing an opinion on representations 
in financial statements which he has examined, a 
member or associate may be held guilty of an act 
discreditable to the profession if: . . .
" (e ) he jails to disclose in his report, when 
material in effect:
" (1 ) the omission of any generally accepted 
auditing procedure applicable in the circum­
stances; or
" (2 )  the use of any accounting principle which 
departs from generally accepted accounting prin­
ciples because it lacks substantial authoritative 
support, in which case he must also either qualify 
his opinion or give an adverse opinion as appro­
priate; or
" (3 ) unless otherwise disclosed in the finan­
cial statements, the use of any generally accepted 
accounting principle which differs from an Opin­
ion of the Accounting Principles Board but which 
has other substantial authoritative support.
"Disclosure must be made in his report or in 
the financial statements of the approximate effect 
of departures under (2 )  and (3 ) , or a statement 
made as to the impracticability of determining 
such effect ”
The primary effect of the proposed new rule 
would be to make mandatory the disclosure of 
departures from APB Opinions. At present, in 
accordance with the resolution adopted by Coun­
cil in October 1964, such disclosure is only rec­
ommended.
Revised charter of the Accounting 
Principles Board is authorized by Council
At its Colorado Springs meeting, Council 
approved a revision of the charter of the Ac­
counting Principles Board which condenses the 
former charter and transfers some of its sections 
to a statement of the Board’s Operating Policies. 
These policies will now be modified by the APB 
itself, subject to the approval of the AICPA 
board of directors (now the executive com­
mittee) .
The new APB charter is confined to defining 
the authority and responsibilities of the APB, 
providing for the appointment of APB members, 
and outlining in broad terms the manner in 
which it should operate. It will continue to be 
amended only by Council.
Seven named to Trial Board by Council
At its meeting May 5-6 in Colorado 
Springs, Colorado, Council elected seven 
members to the Trial Board, replacing 
those whose terms had expired. The 
members, whose three-year terms began 
May 3 1 ,  1969, are:
Hayden Q. Anderson, Anderson & Reed, 
Roanoke, Virginia 
Henry V. Benson, Jr., Benson & McLaugh­
lin, Seattle, Washington 
Edward A. DeMiller, Jr., Miazza, DeMil­
ler & Word, Jackson, Mississippi 
Everett M. Hawley, Jr., Arthur Andersen 
& Co., Detroit 
Frank L. Muncy, Muncy, McPherson & 
Co., San Francisco 
Maurice A. Webster, Jr., Peat, Marwick, 
Mitchell & Co., Philadelphia 
Jordan B. Wolf, Main Lafrentz & Co., El 
Paso, Texas
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4APB issues Opinion No. 15 on earnings per share
The Accounting Principles Board, after a 
meeting early last month in Denver, issued Opin­
ion No. 15, "Earnings per Share.” The 60-page 
Opinion (without dissents and three of four 
appendixes) will be published in the July issue 
of The Journal of Accountancy.
In accord with the Opinion, companies will be 
required to include earnings-per-share figures in 
audited financial statements contained in annual 
reports to stockholders. The statements will have 
to reveal potential dilution of earnings per share 
which would arise through the conversion or ex-
W O R K IN G  SESSIO N  —  LeRoy Layton, chairman of the Accounting 
Principles Board (l.) works at Denver meeting of Board, when 
O pinion N o. 15 was issued. A t right is Philip B. Chenok, Mr. 
Layton's adviser.
ercise of convertible securities, options and war­
rants.
Leonard M. Savoie, AICPA executive vice 
president who announced the APB action, said 
that heretofore an auditor rendered his opinion 
on financial statements containing only a com­
pany’s total net earnings. Per share earnings fig­
ures appeared in other sections of the annual re­
port which were not subject to the independent 
auditor’s review and could be computed in differ­
ent ways without regard to potential dilution.
"Issuance by many companies of various 
classes of convertible securities, stock options and 
warrants, however, has made the effect of poten­
tial dilution highly important to the investing 
public,” Mr. Savoie said.
In his announcement, Mr. Savoie said further 
that companies that have issued convertible se­
curities, options and warrants will report two 
earnings-per-share figures on the income state­
ment. One will be a primary earnings-per-share 
figure based on the outstanding common shares 
and those securities that are in substance equiva­
lent to common shares and have a dilutive effect. 
The other will be a fully diluted earnings-per- 
share figure, based on the common shares that 
would be outstanding if all convertible securities 
and stock options and warrants having a dilutive 
effect were converted or exercised.
Companies that do not have these securities 
will report only one earnings-per-share figure 
based on common stock outstanding.
The new Opinion is effective for fiscal periods 
starting after December 3 1 ,  1968, but the criteria 
for determining common stock equivalency will 
not have to be applied to securities issued before 
June 1, 1969.
Council approves policy requiring 
five years of college study
The establishment of a new policy on educa­
tion and experience requirements for CPAs, 
which was approved by Council in Colorado 
Springs, means, in brief, that a CPA candidate 
should complete five years of college study in 
programs comparable to those described in "Aca­
demic Preparation for Professional Accounting 
Careers” (reproduced in the December 1968 
issue of The Journal ( continued on page 2 4 )
5Reports were made to Council on...
Council members heard prepared talks on the 
key issues that are now before the profession. The 
summaries of the major presentations follow:
. . . accountants' liability
John S. Schumann, chairman, committee on 
accountants’ legal liability, outlined recent proj­
ects of his committee. He said that the objectives 
of the committee were to obtain information as 
to claims, review liabilities, review cases, distrib­
ute educational material, assist in defending 
claims, and keep informed about the liability in­
surance market. He pointed out that, based on 
admittedly incomplete information, the number 
of unsettled cases against accountants had in­
creased substantially in the past five years. Mr. 
Schumann said it must be concluded that the 
liability problem is a serious one that will not 
be solved overnight. "Everything we hear,” he 
said, "suggests that we had better pay even more 
attention to the education of our staff and to our 
own controls over the quality of our work.”
David B. Isbell, AICPA counsel, discussed the 
current status of the law with regard to account­
ants’ liability in the following areas: criminal 
liability, liability under the Securities Act of 
1933, liability under the Securities Exchange Act 
of 1934, common law liability for audited finan­
cial statements, and the accountant’s legal re­
sponsibilities for unaudited financials.
. . .  federal taxation
"The Federal Tax Scene” was covered by 
William T. Barnes, chairman of the tax division’s 
executive group, who reported on "The Current 
Situation” and by Albert H. Cohen, chairman 
of the committee on tax policy, who discussed 
"CPAs and Future Tax Policy.”
Mr. Barnes characterized the Institute’s par­
ticipation in "the great tax reform debate of 
1969” as being two-pronged. Through its tax 
division, the Institute has initiated its own pro­
posals for tax legislation through (1) submission 
of a booklet of recommendations for amendment 
to the Revenue Code to the House Ways and 
Means Committee and to all Congressmen,
(2) discussion of such recommendations with 
Treasury officials and the staff of the Joint Com­
mittee on Internal Revenue Taxation and (3) a 
project with the tax section of the American Bar
Association and the chief of staff of the Joint 
Committee to work on a joint legislative package 
of technical amendments, which embody a num­
ber from the AICPA booklet. The Institute has 
also reacted to legislation proposed by Congress 
and the Administration by appearing before the 
Ways and Means Committee tax reform hear­
ings. At that time a 141-page booklet of the tax 
division’s comments on some of these proposals 
was presented in response to a request by House 
Committee Chairman Wilbur D. Mills.
Mr. Barnes also predicted what items are the 
most likely candidates for specific legislation this 
year. He named such areas as private founda­
tions, moving expenses, gentlemen farmers, con­
glomerates, the investment credit and reduction 
of the surtax.
Mr. Cohen reported on what steps his five- 
man committee, which was appointed last fall 
by President Kent as an adjunct to the tax divi­
sion, has taken to fulfill its objectives. The charge 
of the committee was to identify and define if, 
how and with what limitations the Institute 
should "seek to exert its influence and to design 
an organizational structure which might be es­
tablished to permit the development of positions 
on tax policy.”
The committee, its chairman said, believes 
that the Institute should expand its role in the 
tax policy areas as follows:
• The first features to be dealt with are those 
in the tax structure where the profession’s quali­
fications are highest.
• The profession’s tax policy views should 
meet a number of standards—they should be 
based upon the recognized special competence 
and experience of CPAs as a group and should 
have the support of the Institute membership; 
they should be supported by adequate, competent 
research; and they should be based on the objec­
tive goal of a sound and effective tax structure 
in the public interest, and not on a self-interest 
either for members or for other special groups.
Mr. Cohen indicated that a report of his com­
mittee would be presented to the executive com­
mittee before the annual meeting in October.
. . .  state legislation
In his report entitled "The Urgency of Unity,” 
Kenneth L. Thompson, chairman of the commit­
tee on state legislation, said that attacks by un­
licensed accountants on the integrity of account­
ancy laws have been met with increasing recep­
tiveness by state legislators and increasing apathy 
by CPAs.
He held that to counter these attacks CPAs 
should develop a positive program for legislative 
action co-ordinated on the state and national 
levels. He warned that unless such an aggressive 
and unified policy is adopted and carried out, the 
legislative position of CPAs will be undermined.
Mr. Thompson said that the legislation com­
mittee is now preparing such a program for 
presentation to the executive committee.
. . .  management services
Jordan L. Golding, chairman of the committee 
on management services, answered the question 
posed in the title of his report— "Where Do We 
Go From Here in Management Services?”—by
Jordan L. Golding
pointing to the committee’s four-point program. 
He said that in an effort to increase the com­
petence of the members of the profession and to 
clarify their positions in the performance of man­
agement services, the committee will continue to: 
(1) establish ethical standards for consulting 
engagements, (2 ) provide guidelines for sound 
practice in the many areas within management 
services, (3) disseminate technical information 
in the MS area and (4) work with the profes­
sional development division in strengthening the 
educational program related to consulting.
Mr. Golding viewed the acquisition fever of 
today as being a symptom of management serv­
ices problems. He said there are many cases 
where a merged or acquired business has become 
less profitable because it has lost its sense of 
direction or is otherwise floundering in today’s 
more competitive economy. He went on to sug­
gest that "if the accounting firms that are losing 
these clients will recognize the opportunities of 
giving the business new vitality, either by long- 
range financial planning, better cost control, pric­
ing and market analysis, organizational studies, 
planning for succession of management, or even 
making special studies as to the feasibility of 
going public, then maybe these clients would be 
doing the acquiring rather than being acquired.”
. . .  auditing
A report on "What’s Ahead for the Auditors?” 
was presented by Joseph Roth, chairman of the 
committee on auditing procedures, who told his 
colleagues that, since the audit function will 
probably come under increased scrutiny, the 
profession’s auditing procedures should be more 
specifically described and better understood. This 
means "further amplification of our literature to 
provide guidelines for meeting adequately our 
established auditing standards. It also means 
clearer and more understandable reporting prac­
tices. There is also the possibility that added re­
sponsibility may require an extension of the scope 
and extent of auditing procedures to provide ad­
ditional audit satisfaction.”
He went on to say that the independent audi­
tor’s role may be expanded to cover such things 
as reporting "not only on our evaluation of the 
client’s accounting controls but possibly man­
agement controls and beyond that to forecasts of 
future earnings.” He stressed that the committee
6
7must continue to be prepared to establish stand­
ards for any expansion of the auditor’s role which 
develops in response to public demand.
. . .  Accounting Principles Board
The chairman of the Accounting Principles 
Board, LeRoy Layton, brought Council up to 
date on "The Current Work of the APB” and 
said that in the last year the Board had held eight 
official meetings, each for a minimum of three 
11-hour days, to consider the wide range of issues 
currently before the profession. Following are 
general descriptions of the Board’s activities:
• Three Opinions have been issued, the most 
recent being Opinion No. 15, "Earnings per 
Share.”
• Areas left open for special study in Opinion 
No. 11, "Accounting for Income Taxes,” are 
under general study by other AICPA committees, 
or under research, or in the hands of separate 
Board subcommittees. So the answers will not be 
inconsistent or based on different principles, a 
special subcommittee has been appointed to re­
view and co-ordinate these areas, which include 
the applicability of income tax allocation in 
(1) undistributed earnings of subsidiaries in con­
solidated financial statements, (2) intangible de­
velopment costs in the oil and gas industry,
(3) general reserves of stock savings and loan 
associations, (4) policy holder surplus of stock 
life insurance companies and (5) deposits in 
statutory reserve funds by U.S. steamship com­
panies.
• The question of how to account for past, 
present or future effects of changes in accounting 
methods, which was raised by the issuance of 
Opinion No. 9, "Reporting the Results of Opera­
tions,” is nearly resolved and an Opinion is ex­
pected late this year.
• The subject that is being given top priority, 
business combinations—which includes "a re­
examination of the pooling-of-interests concept, 
a review of the problems inherent in the concept 
and a hard look at accounting for goodwill”— 
should be ready for exposure in early fall and for 
issuance as an Opinion in December.
• In the area of conglomerates, the Board is 
considering (1) whether disclosure of financial 
data by separable industry segments of diversified 
companies is necessary for fair presentation of 
financial position and the results of operation, in
Council elects seven members to APB
The following members were elected by 
Council at its spring meeting to serve 
three-year terms on the APB:
Donald J. Bevis, Touche, Ross, Bailey & 
Smart, New York City 
Leo E. Burger, McGladrey, Hansen, Dunn 
& Company, Cedar Rapids, Iowa 
Joseph P. Cummings, Peat, Marwick, 
Mitchell & Co., New York City 
Philip L. Defliese, Lybrand, Ross Bros. & 
Montgomery, New York City 
Newman T. Halvorson, Ernst & Ernst, 
Cleveland
George C. Watt, Price Waterhouse & 
Co., New York City
The new members’ terms will begin on 
January 1, 1970.
Also elected to complete the unexpired 
term of Louis M. Kessler, who has re­
signed from the Board because of his 
nomination as president, was Robert 
Hampton III, S. D. Leidesdorf & Co., New 
York City.
accordance with generally accepted accounting 
principles, and (2) the definition of an industry 
segment or line of business. The tentative target 
dates are for exposure late this year and an Opin­
ion early in 1970.
• A Board subcommittee has been studying 
for over three years the recommendations of ac­
counting research studies for basic postulates 
(ARS No. 1), broad principles (ARS No. 3) 
and inventory of existing principles (ARS No. 7 ) 
and the comments on the studies. A document 
entitled "Basic Concepts and Accounting Prin­
ciples Underlying Financial Statements of Busi­
ness Enterprises” has been prepared, reviewed 
by the APB and studied by an American Account­
ing Association special committee. At present 
comments are being studied by the subcommittee 
and a second draft is being prepared.
• Work on two research studies on inventory 
pricing and depreciation methods is in early 
stages of preparation.
• A draft of a document on accounting for in-
8RAINED OUT —  Roger Wellington, chairman of the annual C. 
Oliver Wellington Memorial Golf Tournament which is held during 
Council's meeting, breaks news to Council members in Colorado 
Springs that the event is off because of heavy rains.
flation prepared over a year ago has been tested 
by 18 companies and the results have been evalu­
ated (see The CPA, May69, p.3). It is expected 
that the Board will issue this item as a statement, 
not an Opinion, in July.
• One portion — concerning the equity meth­
od — of a comprehensive research study on inter­
corporate investments has been completed and 
should be sent out for exposure in September and 
issued as an Opinion in December.
• A statement, not an Opinion, urging that 
companies prepare statements of their account­
ing principles and include the statements in their 
annual reports should be issued late this year.
APB subcommittees are also dealing with the 
following topics: capitalizing leases, ground rules 
for preparing interim financial statements, and 
components. Research studies in varying degrees 
of completion are being conducted on extractive 
industries, materiality, research and develop­
ment, foreign operations, stockholder equities, 
and assets and liability valuation in income de­
termination.
Mr. Layton concluded with a plea for each 
member to "become personally involved in the 
evolution of reporting standards.”
. . . independence
Malcolm M. Devore, chairman, special com­
mittee on independence, said that his committee 
had been appointed to study questions raised 
about the independence of an auditor who also 
renders management services for his client. The 
committee studied everything available on the 
subject and consulted with several writers in the 
field.
Further, it conducted interviews with rep­
resentatives of user groups—those who rely on 
the CPA’s opinion on financial statements. The 
committee was unable to learn of any case in 
which a CPA had been disciplined for lack of 
audit independence because he had also rendered 
management services for his client.
Following these investigations, the committee 
prepared an interim report which included a 
series of tentative conclusions. Some of these may 
be summarized as follows:
• As long as a significant minority of financial 
statement users raise questions about the pro­
priety of an auditor's rendering management 
services, the profession has a problem which it 
cannot ignore.
• The committee recognized the need for 
continuing liaison with user groups so that the 
profession can remain sensitive to any problems 
which may be raised.
• CPAs should carefully consider whether 
they ought to render services in certain peripheral 
areas of management services like factory layout, 
market surveys, psychological testing, public 
opinion polls and executive recruitment.
• The profession’s reputation for integrity 
and independence was not achieved as a perma­
nent grant but is something which must be con­
tinually justified and earned.
Several hundred copies of the interim report 
were mailed to select groups in the accounting 
profession and sent to others on request. The 
comments received on the report were generally 
favorable. Moreover, the views of the persons 
who had been interviewed by the committee were 
largely expressions of approval.
In conclusion, Mr. Devore reported that his 
committee will render a final report which is ex­
pected to follow closely the interim report, since 
nothing has come to the committee’s attention 
leading it to believe a different position should 
be taken.
9NASBA, AAA presidents address Council
John J. Costello, president of the National 
Association of State Boards of Accountancy, and 
Sidney Davidson, president of the American Ac­
counting Association, also addressed the Council 
at its Colorado Springs meeting.
Asking, "Are We Protecting the Integrity of 
the CPA Certificate?” Mr. Costello expressed 
concern about the co-operation between the pro­
fession as a whole and the state boards of ac­
countancy. He said the profession should become 
more deeply involved in the procedures under 
which individuals obtain their CPA certificates, 
especially since "the reliability of the entire proc­
cess by which CPAs are qualified in all states 
is now subject to question by the financial com­
munity, government agencies and the general 
public.”
Mr. Costello said the report of NASBA’s com­
mittee to review state board examination proce­
dures, which was appointed last year, will deal 
with the internal control features of boards’ 
administrative procedures. NASBA, however, 
can only recommend the procedures state boards 
should follow and cannot compel their adoption. 
Therefore it cannot "cure the basic weakness— 
the surrender of responsibility to state boards.”
He suggested that each state society become 
more involved in state board activities by:
• "Presenting a slate of nominees to the gov­
ernor and urging the appointment of board mem­
bers from the slate.
• "Limiting service on the state board to the 
most capable and willing CPAs who are deeply 
interested in fostering the growth and strength 
of the profession.
• "Establishing a committee on relations with 
the state board which would be available to assist 
in the solution of board problems, if called upon, 
and would urge the board to update admission 
requirements, enforce rules of professional con­
duct, etc.”
He also-urged that the Institute take a stronger 
position in matters pertaining to state boards by:
• "Devising some method of compelling state 
boards to report grade changes.
• "Taking a part in policing the security of the 
examination once the booklets and papers are 
beyond the confines of the Institute offices.”
Mr. Davidson, discussing "The CPA and the 
Educator,” said that accounting majors are no
longer the top students in undergraduate and 
graduate business schools, as was the case two 
decades ago. Although the profession needs 
"better and more accounting professors who are 
willing to employ more imaginative methods and 
techniques of teaching and research,” the organ­
ized profession can also help appeal to today’s 
top students to become accounting majors by:
• Conducting research for a logical, articu­
lated system of accounting thought—based on 
economic reality—that can serve as a basis and 
explanation for the CPA’s role in financial ac­
counting.
• Giving more emphasis in research writings 
and case studies to the vital role that financial 
data drawn from or based on the financial records 
play in management decisions.
Council approves proposal for CPA Firm, Inc.
Council’s approval of the proposed amend­
ment permitting incorporation by CPAs would 
change ethics Rule 4.06 to read as follows:
"A member or associate may offer services of 
a type performed by public accountants only in 
the form of either a proprietorship, or a partner­
ship, or a professional corporation or association 
whose characteristics conform to resolutions of 
Council.”
The characteristics of a professional corpora­
tion which members could form are described in 
the implementing resolution that will accompany 
the proposed amendment when it is submitted 
to members this fall in a mail ballot. These char­
acteristics require liability insurance or capital­
ization in sufficient amounts to protect the public. 
Initially the ethics committee will determine the 
level of insurance coverage or capitalization re­
quired.
Other characteristics specified in the Council 
resolution may be summarized as follows:
• The title of the corporation shall include 
only the names of one or more of the present or 
former shareholders or of partners associated 
with a predecessor accounting firm.
• All shareholders must be CPAs.
• The principal executive officer must be a 
shareholder and a director and all other direc­
tors and officers must be CPAs.
• All shareholders, directors, officers and 
other employees must comply with the Institute’s 
standards of professional conduct.
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from  the Executive Vice President 
LEONARD M. SAVOIE
Road to accounting progress
The following column is excerpted from Mr. 
Savoie’s report to Council in Colorado Springs.
The road to progress in accounting leads across 
flood-swollen rivers, through boulder-strewn 
plains, and into snow-blocked passes. And the 
accounting profession appears to be traveling 
this road on foot and it is meeting various road­
blocks. The APB is trying hard to remove them. 
Three Opinions have come out this year includ­
ing one on earnings per share, which was adopted 
May 2.
I believe this is significant progress, although 
critics have observed that each of these Opinions 
was anywhere from five months to two years or 
more late—and that each merely modified or re­
versed another recent pronouncement of the 
Board.
What have been the major obstacles to prog­
ress?
The foremost obstacle is the complexity of the 
problems the Board is facing. There is no doubt 
that business itself is becoming more complex, 
that financing schemes are more diverse, and 
that in spite of these complications, there is in­
creasing demand from the public for greater 
simplicity in financial reporting.
For example, earnings per share has assumed 
a tremendously prominent position in the secu­
rities markets at a time when securities are be­
coming more intricate. While this subject has 
been largely ignored by CPAs for years, the Ac­
counting Principles Board has devoted a great 
deal of attention to it recently. The Board has 
attempted to refine calculations of earnings per 
share and rule out misleading practices.
This action has not gone unnoticed. Although 
many financiers and business conglomerators 
complain about what the Board is doing, many 
more thoughtful and objective observers are 
commenting favorably about this kind of activity.
The Securities and Exchange Commission had 
urged us for some time to issue a clarifying Opin­
ion on earnings per share. It has been even more 
outspoken in its request for APB action on the 
pooling of interests, purchase accounting and 
goodwill problems. Unless a definitive APB po­
sition is reached by the end of 1969, the SEC 
might well establish its own accounting rules in 
this area. A report on the current thinking of 
the SEC staff already has been filed with a Con­
gressional committee and made known to the 
accounting profession.
In other ways, too, the SEC is taking a more 
aggressive position on accounting matters.
Its proposals for product-line disclosures by 
diversified companies in their registration state­
ments are almost sure to be put in final form 
soon. Because these disclosures would be required 
elsewhere than in the financial statements, the 
APB has the opportunity to spell out product- 
line reporting requirements for fair presentation 
of financial statements. This opportunity may not 
last long. It is extremely unlikely that a Board 
pronouncement on this subject would not call 
for some disclosure of profit by line of business.
The Institute is well on the road to accounting 
progress in all technical areas, but it is far nearer 
the beginning of the road than the end.
A newly formed research committee should be 
particularly helpful in its role of co-ordinating 
Institute research efforts. It will aid in identify­
ing research needs and in allocating scarce re­
sources to specific projects.
Progress will be hastened if we obtain more 
Institute staff to perform the bulk of the work. 
We need to attract more CPAs to the staff—not 
just ordinary CPAs, but CPAs of high potential.
We are filling a number of new positions 
which will aid in these efforts. One is in the area 
of unofficial accounting interpretations. This 
service should be very helpful to members in pro­
viding additional guidance on technical account­
ing matters and should relieve the APB of the 
burden of putting excessive detail in its Opinions.
More staff will not solve all the problems. We 
need a sense of urgency on the part of all con­
cerned with our efforts to raise professional 
standards. We need also a willingness to listen 
to all views and to accept majority positions when 
our own views do not prevail. We need to con­
sider the desires of industry, of government agen­
cies, of users of financial information. But in 
making final judgments, we need to come to our 
own conclusions—and to observe our own stand­
ards in practice—even if they are unpopular with 
others. Only in this way can real progress be 
made.

P R O G R A M  H I G H L I G H T S  • A M E R I C A N  I N S T I T U T E  OF C P A s  • 82nd
PROFESSIONAL PROGRAM
Monday, October 6
9:00 a.m. to 11:30 a.m.:
Annual Business Meeting, President Ralph E. Kent presiding.
12:00 noon to 2:00 p.m.:
Installation Luncheon for members and guests.
2:30 p.m. to conclusion:
Continuation of Annual Business Meeting.
After Business Meeting:
AICPA Council Organization Meeting.
Tuesday, October 7
9:00 a.m. to 11: 30 a.m.
Two simultaneous Technical Sessions:
I. TAX POLICY AS A SOCIAL AND ECONOMIC FORCE
This session will cover the ideas now being proposed which 
would further use the tax systems to meet certain social and 
economic objectives. Three speakers, representing both the 
public and private sectors of our nation, will discuss national 
goals and how they may be achieved, including specific pro­
posals regarding aid to the poor, more equitable distribution 
of the tax burden, and new forms of taxation.
12:00 noon to 2:00 p.m.:
Luncheon for members and guests
Guest speaker: The Honorable Maurice H. Stans, Secretary 
of Commerce
2:30 pm. to 5:00 p.m.:
Two simultaneous Technical Sessions:
III. CURRENT CONSIDERATIONS IN AUDITING
This session will explore some of the auditing topics of cur­
rent interest. The topics selected are among those under study 
by the Institute's Auditing Procedure Committee and those 
focused on by other interested groups.
They include:
• Consideration of auditors and their relationship to profit 
forecasts
• Auditors' relationships to other auditors and to clients
IV. THE DILEMMAS OF SPECIALIZATION
This session will consider the implications of a continuing 
growth of specialization within the profession. It will cover 
such questions as:
• Should a formal system be developed to evaluate com­
petence in specialized areas and to accord recognition 
to the specialists?
• How can referral of special engagements be encouraged?
• Should the Institute be restructured to facilitate ex­
changes of information between specialists?
• What recognition should be granted within the Institute 
to non-CPA specialists employed by member firms?
Wednesday, October 8
9:00 a.m. to 11:30 a.m.:
II. EDP AND THE ACCOUNTING PROFESSION
This session will include a review of EDP's rapidly increasing 
impact on the accounting profession with special emphasis on 
the current status of the Auditing of EDP Systems. The Insti­
tute's programs in the EDP area will also be covered. Specific 
audit approaches will be presented and discussed.
• The Impact of EDP on the Accounting Profession
• The AlCPA's Programs Designed to Respond to the 
Challenge of EDP
• Auditing of EDP—A Major Area of Impact
• A Variety of Approaches to the Auditing of EDP
• Panel Discussion
Plenary Session:
NEW EXPECTATIONS IN CORPORATE 
FINANCIAL REPORTING
Recent trends indicate increased demands for improve­
ments in corporate financial reporting by the nation's busi­
nesses. These demands have a direct impact on the accounting 
profession. During this session three leaders from the financial 
community, each representing a different background and 
viewpoint, will discuss the trends they perceive in this area 
with special reference to the role of the accounting profes­
sion. Following the comments from these three leaders, a 
panel of CPAs will ask questions and review the issues raised.
12:00 noon to 2:00 p.m.:
Luncheon for members and guests.
A N N U A L  M E E T I N G  • O C T O B E R  5 - 8 ,  1 9 6 9  • L O S  A N G E L E S ,  C A L .
SOCI AL p r o g r a m  
Sunday, October 5
Opening Reception for all members and guests from 6:30 
to 8:00 p.m. at the Los Angeles Music Center.
Monday, October 6
Scheduled as an open evening to give members and guests 
an opportunity to visit the many attractions in and around 
Los Angeles.
Tuesday, October 7
The evening's festivities will take place in the famed Holly­
wood Palladium. Frequently scheduled buses will shuttle be­
tween the Hollywood Palladium and the joint headquarters 
hotels.
The evening will start with a Reception at 6:30 p.m. Dinner 
will be served at 8:00 p.m. Dress will be optional.
The complete Lawrence Welk Show —with Lawrence Welk 
and the stars of the weekly ABC television show appearing 
in person —will provide entertainment between 9:30 and
11.00 p.m.
Lynn Willis and his orchestra will play for dancing between 
6:30 and 9:30 p.m. Lawrence Welk and his orchestra will play 
for dancing following the show until 1:00 a.m.
NOTE: In order to plan most effectively for your comfort 
and convenience, we must limit group seating arrangements 
to those made by advance registration only and received in 
the Institute's offices prior to September 19. For those not 
desiring group seating, table reservations will be assigned to 
the best available table on a first-come, first-served basis. All 
seating for registrations received after September 19 will be 
assigned on the latter basis.
LAD IES' PROGRAM 
Monday, October 6
A choice of four tours, each including luncheon:
7. HOLLYWOOD—BEVERLY HILLS—Bus departs 10:00 a.m., 
returns approximately 3:00 p.m. See Hollywood Bowl, 
Grauman's Chinese Theatre, Hollywood Blvd., "Sunset 
Strip", Beverly Hills; lunch at Farmer's Market.
2. KNOTT'S BERRY FARM & GHOST TOW N— Bus departs 
10:00 a.m., returns approximately 3:00 p.m. See replica of 
a Frontier Town — Ghost Town — Stage Coaches — 
Mementos of California Gold Rush Days.
3. MARINELAND-HARBOR— Bus departs 9:15 a.m., returns 
approximately 3:30 p.m. See Los Angeles Harbor, Marine­
land Oceanarium; luncheon at Ports O'Call Village or 
harbor boat trip with box lunch.
4. MOVIE STUDIO — Bus departs 9:00 a.m., returns approxi­
mately 3:00 p.m. See Universal Studios, movie and TV 
scenes, streets, sets; lunch in the studio commissary.
Tuesday, October 7
Luncheon —and a fashion show —at the Beverly Hilton 
starting at 12:00 noon.
HOTEL INFORMATION
The Biltmore and Los Angeles Hilton hotels will be Joint 
Headquarters for the annual meeting. Events will take place 
in both hotels. There will be a joint Hospitality Room, an 
Information Desk and a Message Center in each hotel. The 
Registration Desk will be in the Biltmore only. A map on the 
reverse of your hotel reservation form will show the location 
of both hotels.
October 3-5 & 8-11
Arrangements have been made for members and guests to 
visit Disneyland at special rates. Good only October 3-5 and 
8-11. Discount Certificates will be available at the Registra­
tion Desk.
REGISTRATION & ROOM  RESERVATION
An Advance Registration form will be found on the next 
page. Upon receipt of your registration, you will be sent an 
Application for Hotel Reservations form, with envelope, for 
you to complete and mail directly to the hotel of your choice.
PO ST ME ETING TRIPS
Two post-meeting trips have been scheduled for AICPA members and guests; one to Hawaii, the other to the 
Far East.
The Hawaii Tour departs Wednesday, October 8 and returns Friday, October 17. Stay at the New Surfrider Hotel, 
Kauai Surf Hotel, Kona Inn and Naniloa Hotel. See Honolulu, Waikiki, Diamond Head, Pearl Harbor; the islands of 
Kauai, Maui and Hawaii; Hilo, Kalapaka Beach and Opaikaa Falls. Cost: $587.00 per person, plus tax.
The Far East Tour departs Wednesday, October 8 and returns Sunday, October 26. Stay at the Okura Hotel, in 
Tokyo; the Miyako Hotel, in Kyoto; the Unicorn Pavilion of the Grand Hotel, in Taipei; the Hong Kong Hilton, and 
the llikai Hotel, in Honolulu. See Japan, Taiwan, Kowloon and the New Territories, and Hawaii. Cost: $1,375.00 
per person, plus tax.
For reservations or information, contact: Mr. Lincoln T. Miller, President, Travel-Time, Inc., 1660 L Street, N.W., 
Washington, D. C. 20036.
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A D V A N C E  R E G IST R A T IO N  
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
82nd ANNUAL MEETING LOS ANGELES, CAL.
Applications Received After September 19 Will Be Processed At The Meeting
Please Type or Print
Name
Firm
Street
City State Zip
MAKE CHECKS PAYABLE TO: American Institute of CPAs
FULL REGISTRATION 
CLASSIFICATION FEE NO.
Member ....................  $70 per person___________
W if e ..........................  $55 per person.__________
Guest — Male ..............  $70 per person___________
— Female ........... $55 per person___________
TOTAL AM O U N T  ENCLOSED .............................
AMOUNT
PARTIAL REGISTRATION 
EVENT FEE NO.
Opening Reception......  $10 per person...
AMOUNT
Reception, Dinner,
Show and D a n c e ...... $27.50 per person
Technical Se ssion s........ $15 per person...
(all sessions)
Members' Luncheons 
M o n d a y ................... $10 per person. . .
Tuesday................... $10 per person...
Wednesday ............  $10 per person...
Ladies' Events 
Monday Tour 
& Luncheon .........  $12 per person. . .
Tuesday Luncheon 
& Fashion S h o w -----$12 per person...
TOTAL A M O U N T  EN C LO SED :..................
GUESTS' NAMES
(If you wish badges for guests, list names. Include wife's first name 
if desired on badge.)
SEND FORM  AN D  CHECK TO:
American Institute of CPAs
666 Fifth Avenue, New York, New York 10019
Attention: Membership Relations
Date
So that we may better plan for your comfort and convenience, 
please take a moment to give us an advance Indication of 
your preference for the events listed below:
MEMBERS AND MALE GUESTS
I/we plan to attend the following events 
(please indicate number of persons):
LUNCHEONS
______Monday ______Tuesday
SESSIONS
.Wednesday
Tues. Morning:
_TAX POLICY AS A  SOC IAL AN D  EC O N O M IC  FORCE 
— or —
.EDP A N D  THE ACCO U N T IN G  PROFESSION
Tues. Afternoon:
______CURRENT CO NSIDERAT IO NS IN AU D IT ING
— or —
______THE D ILEM M AS OF SPECIALIZATION
Wed. Morning:
.NEW EXPECTATIONS IN CORPORATE FINANCIAL 
REPORTING
WIVES AN D  FEMALE GUESTS
I/we plan to attend the following events 
(please indicate number of persons):
M O N D A Y
Luncheon-Tour To: (Indicate one only.)
-------- Hollywood-Beverly Hills
-------- Knott's Berry Farm & Ghost Town
Marineland Harbor  
Movie Studio 
TUESDAY
Luncheon and Fashion Show
DINNER, SH O W  & DANCE
I/we (--------  persons) desire to sit at the best available table on a first-
come, first-served basis.
I/we (-------- persons) desire to sit with other members of the_____________
Society.
I/we (--------  persons) desire to sit with other members of the Firm of
FOR AICPA OFFICE USE ONLY
RECEIPT
This acknowledges receipt of your registration.
Date Signature
□  Acct'g Dept.
□  B □  CB □ LB
□  E □  LS
Resolution to integrate the profession 
is approved by Council
The committee for recruitment from disad­
vantaged groups was authorized at the spring 
meeting of Council to advance the objectives of 
a resolution urging that special educational and 
recruiting steps be taken to integrate the account­
ing profession. Recognizing that relatively few 
individuals from disadvantaged groups have en­
tered the profession, that an inadequate number 
of students of high potential from these groups 
are now being educated for accountancy, and 
that both of these situations represent a chal­
lenge to the profession, Council approved the 
resolution, reproduced in part below:
" b e  it  NOW RESOLVED, that the Council of the
Council highlights (from  page 1) 
members for issuing unofficial interpretations of 
what constitutes good accounting practice. The 
objective of this service is to provide timely pro­
nouncements on accounting matters which can 
be undertaken without the formality of APB 
Opinions.
• Approved increasing the maximum cover­
age available to subscribers to the Group Insur­
ance Plan, made available by the AICPA Insur­
ance Trust, from $20,000 to $30,000.
• Authorized the election of Council mem­
bers for terms of less than three years even though 
this reduction in the terms is not in accordance 
with a strict interpretation of the existing bylaws. 
This procedure would be applicable in several 
states where the terms of a substantial number 
of Council members begin in a single year and 
would achieve a greater continuity of service. A 
suitable amendment to the bylaws permitting this 
policy will be submitted later to the membership 
for a vote by mail.
• Adopted a resolution calling for the ap­
pointment of a practicing CPA to the Securities 
and Exchange Commission because the SEC "has 
the responsibility of adopting measures to pro­
vide for full and fair disclosure of information to 
investors, and other responsibilities affecting the 
investing, financial and business communities” 
and because the CPA’s "discipline is heavily 
oriented toward such full and fair disclosure, and 
his practice includes independent and objective
American Institute of Certified Public Account­
ants urges:
" ( 1 )  that a special campaign be undertaken 
to encourage young men and women of high po­
tential from disadvantaged groups to attend 
college and major in accounting;
" ( 2 )  that special efforts be made to provide 
educational opportunities for young men and 
women from disadvantaged groups so that they 
may enter the accounting profession without edu­
cational disadvantage;
" ( 3 )  that such men and women be hired by 
individuals and firms in order to integrate the 
accounting profession in fact as well as in ideal.”
The full text of the resolution will be distrib­
uted throughout the academic community.
review and appraisal of a wide variety of activi­
ties of financial and business organizations.
• Approved a resolution expressing its deep 
appreciation to the APB and its staff for their 
commitment of time and effort in "making sub­
stantial progress in coping with the difficult, com­
plex and controver­
sial problems” em­
bodied in recent 
Opinions.
• Elected seven 
members to the Trial 
Board (see box on 
page 3) and seven 
members to the APB 
(see box on page 7).
Council also heard 
a report from Louis 
H. Penney, chairman 
of the awards com­
mittee, that the recip­
ient of the CPA Gold 
M edal  Award for  
Distinguished Service 
to the Profession is 
Herman W. Bevis 
(pictured, right, with 
Price Waterhouse  
p a r tn e r  M au r ice  
Dahlem). The award will be formally presented 
to Mr. Bevis next fall at the annual meeting in 
Los Angeles.
Herman Bevis (r.) is congratu­
lated at Council meeting after 
announcement that he is to re­
ceive the CPA Gold Medal.
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from  the
Administrative Vice President 
JOHN LAWLER
The divided house of accounting
The following column is adapted from Mr. 
Lawler’s report to Council last month in Colo­
rado Springs.
The title of this report is not intended to sug­
gest that the house of accounting is on the verge 
of collapse. The structure is really too durable 
to justify any such dire prophecy. Yet it is sub­
jected to some rather severe internal stresses and 
strains, and it would be imprudent to ignore 
them. They may not destroy the house of ac­
counting, but, if neglected, they may damage it.
The fact that tensions exist within the ac­
counting profession is not any cause for surprise. 
Like all human beings, CPAs are capable of no­
bility but are flawed with frailties. And even 
their admirable qualities— their independence of 
spirit, their commitment to a pursuit of excel­
lence, their loyalty to old values, their eagerness 
to test their skills against new challenges, their 
pride in themselves, their firms and their profes­
sion—can generate conflicts. No one should be 
dismayed by this. It is merely evidence of the 
continuing vitality of the profession. If anyone 
seeks a totally serene environment, he is likely 
to find it only in a graveyard.
Nor should we be startled by a suggestion that 
all may not be right with the world of accounting.
Every institution is currently being brought 
under sharp scrutiny —  colleges, churches, the 
military and the government.
John Gardner, former Secretary of Health, 
Education, and Welfare, took note of this phe­
nomenon in another of his brilliant speeches a 
few weeks ago at Harvard.
"It is hard,” Mr. Gardner said, "to view events 
on the domestic scene today without feeling that 
these are dark days for the nation. But it may 
be that we were in greater peril when we were 
less worried, when all the present evils were 
layered over by our national smugness. We may 
even be on the mend. But our salvation will never 
be handed to us. If we are lucky, we will be given 
the chance to earn it. Unfortunately, we are enor­
mously clever at avoiding self-examination.”
This report of mine is an attempt to encourage 
others to conduct a reappraisal of the internal 
relations of the accounting profession.
The report reflects a series of conversations 
with some of the profession’s leaders—though 
I hasten to exonerate them of any responsibility 
for it. They have helped to shape what I have 
written by what they have said to me; but none 
of them would fully endorse this report; and 
some would strongly challenge parts of it.
My job is to identify problems as I see them. 
It is this Council’s job to determine what, if any­
thing, should be done about them.
The making of decisions
One of the profession’s problems, surely, is its 
rather leisurely pace in resolving its problems. 
This was a complaint registered fairly frequently 
by members consulted by the structure committee 
a few years ago, and the revision of the bylaws 
was largely designed to improve the Institute’s 
decision-making process.
But more than an overhaul of the organiza­
tion’s governmental machinery is required. There 
must also be a commitment to the timely disposal 
of policy issues —  particularly in the technical 
area.
The current difficulty in resolving these latter 
issues is not wholly in their inherent complexity. 
It is at least in part due to the reluctance of in­
dividuals to subordinate their personal prefer­
ences in order to facilitate the attainment of a 
common goal. This is not a plea for a vow of 
silence from dissenters— for obviously that would 
create a stultifying atmosphere in which new 
ideas might never flourish and new approaches 
might never be considered. The naysayers need 
to be cherished because they provide insurance 
against the ever-present danger of a tyranny of 
a complacent majority.
But there is rarely any single right way in ac­
counting. It is a pragmatic art, with much of its 
value derived from its utilitarian character. It 
is an indispensable method of imposing order 
on chaotic information and of thus acquiring the 
basis for sound decisions. It is a language which, 
like all forms of communication, must be con­
stantly modified to increase its effectiveness.
Yet, at times, the debates within the profes­
sion over technical issues must seem to outside 
observers to resemble the dusty disputation of
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medieval monks exploring abstruse points of 
theology.
No one, of course, should overlook the re­
markable dedication of members who serve on 
committees of the Institute. The value of their 
contributions to the advancement of the profes­
sion is beyond calculation. But an uncompromis­
ing insistence upon individual preferences can 
become at some point a form of self-indulgence 
—the pursuit of perfection, if carried to excess, 
can create a barrier to progress. For it ought never 
to be forgotten that a failure to reach a decision 
in a timely fashion is a serious decision in itself— 
which often carries with it severe consequences 
for the profession.
The extension of services
Another source of uneasiness within the pro­
fession is the extension of services into new 
areas by a growing number of firms.
It would be futile to attempt to stem this tide. 
Nor would it serve a useful social purpose to seek 
to confine the practice of members to the tradi­
tional forms of service. The changing character 
of practice is a natural response to the needs of 
the business community—urgent needs which 
will be filled by accounting firms or by others. 
Those needs are likely to be better filled by ac­
counting firms whose continuing relationship 
with a client not only enhances their sense of re­
sponsibility to him, but endows them with a 
useful prior knowledge of his requirements.
Yet, obviously, the proliferation of services 
performed by accounting firms raises some in­
triguing questions.
One of them, of course, is the impact of these 
services upon audit independence. The thought­
ful, open-minded inquiry undertaken by Mal­
colm Devore’s committee should provide con­
siderable reassurance to those who are troubled 
by the expanding scope of practice.
But an even more subtle issue is involved here. 
If firms extend their services into areas which 
appear to have only a tenuous connection with 
accounting, there may be danger of a loss of 
identity. There is no logical basis for the imposi­
tion of arbitrary limits on the services to be ren­
dered by firms. The decision on how far to pro­
ceed in expanding their services must rest with 
the firms themselves. They alone are in a position 
to determine their competence to venture into
new areas, and to evaluate the impact on their 
own reputations. But to the extent that their de­
cisions may affect the status of the profession as 
a whole, they may generate some internal divi­
sions.
The recruitment of specialized talents beyond 
the ranks of the profession also creates some 
interesting issues. One of them, certainly, is what 
recognition, if any, should be accorded to these 
non-CPA specialists by the profession itself. They 
command substantial prestige within their own 
firms; but the professional accounting societies 
have virtually ignored their existence. This re­
sults in a double deprivation; the professional or­
ganizations lose the benefit of their skills, and 
the specialists lose the benefit of participating 
in the work of the societies. From one point of 
view, it does seem rather strange that they should 
play such an important role in the practice of 
professional accounting firms—and yet have no 
part in professional affairs. But there are deep- 
rooted differences of opinion on this matter. 
Some feel strongly that the profession and its 
organizations must be confined to CPAs, and 
that all who seek entry into the ranks of the pro­
fession should pass through a common portal: 
the Uniform CPA Examination. From this point 
of view, it would seem strange to identify with 
the CPA profession those who are not CPAs.
Perhaps this is merely a transitional phase in 
the development of the profession—and, ulti­
mately, the needed talents will be "home-grown” 
rather than imported from outside the profession.
Even if this should prove to be true, however, 
another aspect of specialization will continue to 
haunt the profession.
It is obvious that no single man can command 
the full range of knowledge which is necessary 
in the practice of accounting. A growing number 
of specialties already exist; more are in prospect. 
Yet the profession’s organizations have virtually 
ignored this fact. There is no formal program for 
testing the competence of specialists; no means 
for them to achieve official recognition of their 
special skills; no effective machinery—with ade­
quate safeguards—to facilitate the referral of en­
gagements calling for the expert knowledge of 
specialists.
I am aware that some members are deeply dis­
tressed by the suggestion that any professional 
credentials other than the CPA certificate should
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be made available. They fear that such a develop­
ment would reduce the prestige of the CPA cer­
tificate. They regard it as a threat to the welfare 
of general practitioners. Whether these appre­
hensions are justified or not is a question which 
deserves careful analysis. If they are not war­
ranted, prompt consideration should be given 
to a program for the accreditation of specialists.
It will not be an easy task in any event to de­
vise such a program —  the delineation of the 
common core of knowledge expected of a partic­
ular specialist will alone be quite a feat. But it 
must have been equally difficult to prepare the 
first CPA examination, and that fact did not 
discourage the profession’s pioneers.
Professional rivalry
I would now like to turn to an even more 
delicate subject: the competition which exists 
among accounting firms.
There is considerable concern among rank- 
and-file members about the remarkable growth 
of the larger firms. In the absence of any reliable 
information about the distribution of practice 
among firms, some CPAs began to lament the 
demise of the local practitioner. This was partic­
ularly common a few years ago when the merger 
tide was running strong. But the rumored death 
of the small practitioner was vastly exaggerated. 
He still lives— and he prospers.
It should also be said that the growth of the 
larger firms has not been the result of question­
able practices by avaricious men. The larger firms 
have become larger as a natural result of the ex­
panding economy. They have sought to keep pace 
with the growth of their clients, to secure needed 
geographical coverage, to acquire the diversified 
skills needed in the complex business environ­
ment. They could not have grown unless there 
was demand for their services. And their rate 
of growth has probably been matched by smaller 
practice units.
Nonetheless, many members are concerned by 
what sometimes seems to be a rather fierce com­
petition among firms.
It is relatively easy to circumvent the Code of 
Professional Ethics. It is necessarily written in 
general terms; it cannot anticipate every con­
ceivable situation which may pose an ethical 
question. Moreover, departures from the rules 
are hard to detea—and even when detected are
difficult to judge, because a decision on the pro­
priety of a particular action often revolves around 
the motives of the accused. In large measure, the 
maintenance of a high level of professional con­
duct depends on self-discipline. It should be can­
didly recognized that some of our members be­
lieve that while the letter of the rules is generally 
obeyed, the spirit is too often neglected. They 
also contend that there is too little professional 
courtesy among members of this profession.
Some practitioners have fallen into the bad 
habit of seeking to advance their own cause by 
deprecating their colleagues—a mode of conduct 
which leads only to reprisals and thus to a gen­
eral decline in the level of professional behavior.
Little gestures of mutual respect can do much 
to minimize divisiveness. For example, many 
firms in acquiring new clients make it a practice 
to check with the predecessor firm. The practice, 
however, is by no means universal. Simple pru­
dence suggests that this is a sound precaution; 
but professional etiquette also ought to require 
it—even though the conversation may some­
times be painful on both sides.
Another point of friction is the expanding 
publications program of some of the major firms 
—monthly periodicals, technical studies, and so 
forth. These publications are distributed to cli­
ents in keeping with the ethical rules, but they 
occasionally travel beyond the intended audience 
to reach clients of other members. Some of these, 
surely, might better be issued by the Institute. In 
this way, tor one thing, they would reach a lar­
ger audience. As it is, they are a source of irrita­
tion within the profession since some members 
suspect that the motive is promotional.
Needless to say, no one should attempt to sup­
press healthy competition based on quality of 
service. In accounting, as in every field, it is an 
essential spur to performance. But an unre­
strained commercial approach— a general disre­
gard for the niceties of professional conduct—a 
preoccupation with growth above all else— could 
alter the basic character of the accounting pro­
fession. The results might well be an impairment 
of public respect and confidence and this could 
be unfortunate for all firms concerned.
I would like to quote, in conclusion, another 
passage from John Gardner’s speech at Harvard:
"The true task,” he said, "is to design a so­
ciety (and institutions) capable of continuous
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change, renewal and responsiveness. We can less 
and less afford to limit ourselves to routine repair 
of breakdowns in our institutions. Unless we are 
willing to see a final confrontation between in­
stitutions that refuse to change and critics bent 
on destruction, we had better get on with the 
business of redesigning our society. We must 
dispose of the notion that social change is a 
process that alters a tranquil status quo. Today 
there is no tranquillity to alter. The rush of 
change brings a kind of instant antiquity.”
I am convinced that accounting is not going 
to be an heirloom in the attic of America.
If it is to avoid that dismal fate, it needs men 
and women who are determined to work at the 
never-ending task of preserving its unity.
It will need, too, organizations which are cap­
able, in Mr. Gardner’s words, "of continuous 
change, renewal and responsiveness.” That de­
mands a willingness on the part of the majority 
to respect dissent—but also a willingness on the 
part of the minority, after orderly debate, to 
permit timely decisions.
And the profession will need to build an ever­
growing community of dedicated professionals 
who respect their calling and respect each other
William O. Doherty is new 
director of publications
Effective May 1, 1 969, W illiam  O . 
Doherty became the AlCPA’s director of 
publications.
Mr. Doherty, who has been editor of The 
Journal of Accountancy since 1966, 
joined the Institute’s staff in 1953 as as­
sistant to the director of the state society 
and membership services department. 
Subsequently, he served as assistant ad­
ministrative secretary, director of the 
state society department, and manager 
of professional ethics and legislation. He 
is co-author with John L. Carey of Ethical 
Standards of the Accounting Profession, 
published in 1966.
Mr. Doherty succeeds Charles E. Noyes, 
who retired this spring.
—who are more concerned with discharging their 
public responsibilities than with protecting their 
private interests.
These are high goals, but I believe that they 
can and will be attained. The record of the past 
encourages confidence in the intelligence, good­
will and professional pride of those who reside 
in the house of accounting—a house which may 
be divided, but one which shall long endure.
Third-year Medicare audit contract 
agreement reached
The AICPA committee on health care institu­
tions, which had unanimously agreed that the 
Blue Cross Association’s proposed contract for 
third-year Medicare audits was not acceptable 
because certain of the prescribed reporting re­
quirements were not appropriate (T he CPA, 
Feb.69, p 1) , has recently announced that the 
problems have been resolved.
Certain aspects of the agreement, which re­
places earlier requirements for negative assur­
ances, on the proposed third-year Medicare audit 
were summarized by the committee as follows:
"Where the Plan has prescribed the auditing 
procedures to be applied, the audit firm must sub­
mit a report which includes at least the follow­
ing:
”1. A statement that the audit procedures 
which the Plan requested to be carried out were 
completed.
"2. A statement that any questions raised by 
the Plan were investigated and that the answers 
are included in the report.
”3. A report of findings including recom­
mendations for additional auditing procedures 
that were brought to the attention of the Plan.
"The audit firm agrees to advise the Plan, as 
soon as practical, of any matters coming to its 
attention in the course of carrying out the audit­
ing procedures prescribed by the Plan which, in 
the firm’s opinion, indicate the need for addi­
tional auditing. This advice shall be in such de­
tail as to enable the Plan to determine the extent 
of any additional auditing which the Plan be­
lieves necessary as a result of such information.
"It is understood that limited auditing pro­
cedures cannot necessarily be relied upon to dis­
close the need for an extension of auditing 
procedures.”
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Truth in Lending Act is effective July 1, 1969
The Truth in Lending Act, which was quietly 
enacted last year, has many important implica­
tions for the practicing CPA. Not only must he 
be prepared to explain its significance to clients, 
but he must also be aware of its possible effects 
on financial statements.
Purpose of the Truth in Lending Act
After eight years of consideration in both the 
Senate and House of Representatives, the Con­
gress passed the Truth in Lending Act, which 
the President signed into law on May 29, 1968. 
The purpose of the Act is to assure consumer 
protection by requiring a meaningful disclosure 
of credit terms, thereby enabling consumers to 
more readily compare various credit terms avail­
able. It is principally a disclosure act and does 
not set maximum or minimum rates and amounts 
of finance charges or establish rules for deter­
mination of other credit terms. Other than the 
rescission provisions that are discussed subse­
quently, it requires only disclosure of the credit 
terms imposed by the creditor.
The Board of Governors of the Federal Re­
serve System was designated to prescribe regu­
lations to carry out the purposes of the Truth in 
Lending Act. Pursuant to this mandate, the 
Board has promulgated Regulation Z, which be­
comes effective July 1, 1969, as does the Act 
itself. Copies of Regulation Z and the Truth 
in Lending Act may be obtained from the 12 
Federal Reserve Banks and from the Board in 
Washington.
Enforcement and penalties
While the Board prescribed the administra­
tive regulations under the Truth in Lending Act, 
it is only one of nine federal agencies charged 
with the responsibility of enforcing the Act. Most 
businesses already subject to federal regulation 
will continue to answer to their present regula­
tory agency; those not currently subject to fed­
eral regulation will answer to the Federal Trade 
Commission.
Evidence of compliance with the Truth in 
Lending Act and Regulation Z must be preserved 
by creditors for two years from the date upon 
which disclosures are required to be given. This 
evidence should indicate that each disclosure was 
timely made and in the terminology required by 
the Regulation and that it was complete and ac­
curate on its face. The criminal penalty for 
willful and knowing violation is a fine of not 
more than $5,000 or imprisonment of not more 
than one year or both. The civil penalty for 
failure to disclose any information required under 
Truth in Lending is twice the amount of the 
finance charge in connection with the transaction, 
but not less than $100 nor greater than $1,000, 
plus court costs and reasonable attorney’s fees, 
as determined by the court.
Applicability
Truth in Lending applies to all consumer credit 
transactions. Consumer credit means "credit of­
fered or extended to a natural person, in which 
the money, property, or service which is the sub­
ject of the transaction is primarily for personal, 
family, household, or agricultural purposes and 
for which either a finance charge is or may be 
imposed or which, pursuant to an agreement, is 
or may be payable in more than four install­
ments.” Thus, in addition to retailers and lenders 
of credit, professional clients and craftsmen 
could also come within the purview of the Act.
In connection with transactions in which a se­
curity interest in real estate is retained or ac­
quired, there is no limitation on dollar amount; 
that is, Truth in Lending applies to any size 
consumer credit real estate transaction. However, 
when no security interest in real estate is retained 
or acquired in connection with the transaction, 
such transactions in excess of $25,000 are ex­
empt.
All persons who, in the ordinary course of 
business, regularly extend or arrange for the ex­
tension of consumer credit are required to make
About the author. . .
This article was especially prepared for 
the Institute’s professional development 
division by Milton W. Schober, CPA, 
LL.B., Assistant Director, Division of Su­
pervision and Regulation of the Board of 
Governors of the Federal Reserve Sys­
tem. Mr. Schober, a native of Louisiana, 
is one of the authors of Regulation Z, 
which was intended to carry out the pur­
poses of the Truth in Lending Act.
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the disclosures under Regulation Z. This applies 
to sellers, lenders and arrangers. Often it is possi­
ble for more than one creditor to be involved in 
a single transaction. That is, when one person 
(e.g., a dealer) arranges for credit to be ex­
tended by another (e.g., a bank), both are credi­
tors and each is responsible for the disclosures 
which are within his knowledge and the purview 
of his relationship with the customer.
Exclusions
Truth in Lending does not apply to:
1. Non-real estate transactions in excess of 
$25,000.
2. Extensions of credit for business or com­
mercial purposes (other than agricultural pur­
poses) or any transaction in which the obligor is 
other than a natural person.
3. Transactions in securities or commodities 
accounts with a broker-dealer registered with the 
Securities and Exchange Commission. (However, 
see SEC Release No. 8593, issued May 2, 1969, 
for proposed disclosure rules.)
4. Transactions for public utility services un­
der public utility tariffs which are filed with, 
reviewed by or regulated by an agency of the 
federal, state or local government.
Disclosures—open-end credit
Truth in Lending classifies all credit into two 
general categories: open-end credit and credit 
other than open-end. Open-end credit refers to 
typical revolving credit accounts under the terms 
of which the creditor may permit the customer, 
from time to time, to make purchases or loans; 
the customer has the right to pay in full or in 
installments; and the creditor has the right to 
impose a finance charge periodically on an out­
standing balance. Credit other than open-end is 
the residual category which covers all other types 
of credit, including installment contracts, real 
estate mortgages and single payment notes.
The disclosure requirements under open-end 
credit are two-fold. First, before the first transac­
tion is made on any open-end account which is 
opened on or after July 1, 1969, the creditor 
must disclose the finance charge and how it is 
computed, the free ride period, the annual per­
centage rate, the minimum payment and other 
information set forth in paragraph (a) of Sec­
tion 226.7 of Regulation Z. In the case of any 
open-end account in existence and on which a
balance remains unpaid on July 1, 1969, those 
same disclosures must be made to the customer 
on or before July 31, 1969. With respect to ac­
counts in existence on July 1, 1969, in which no 
balance remains unpaid on that date, the same 
notice must be given to the customer before or 
with the first billing on that account following 
its subsequent use. Second, in addition to the 
opening disclosures, the creditor of an open-end 
credit account is required to mail or deliver to 
the customer a periodic statement for each bill­
ing cycle at the end of which there is an outstand­
ing debit balance in excess of $1 or with respect 
to which a finance charge is imposed. This state­
ment, which the customer may retain, must dis­
close the previous balance, debits, credits, the 
finance charge, the annual percentage rate, the 
balance on which the finance charge is based, the 
closing balance, and other information required 
under paragraph (b) of Section 226.7 of Regu­
lation Z. These terms all have technical meanings 
and are defined in the Regulation. The Regula­
tion also provides annual percentage rate tables 
to be used in determining the annual percentage 
rate.
Disclosures—other than open-end credit
For credit other than open-end, only one dis­
closure need be made and that must be before 
the transaction is consummated. It must be made 
in writing and may be on the face of the docu­
ment, on its reverse side or on both sides of 
either the note or other instrument evidencing 
the obligation (although the amount of the fi­
nance charge and the annual percentage rate 
must appear on the face), or it may be made on 
one side of a separate statement which identifies 
the transaction. The disclosures required for 
sellers and lenders on other than open-end plans 
are contained in Section 226.8 of Regulation Z. 
Briefly, sellers and lenders are required to disclose 
the amount financed, the finance charge, the an­
nual percentage rate, the repayment schedule, 
any penalty charges, the rebate procedure, and 
security interests to be retained or acquired.
Specific terminology is required for most-dis­
closures and is set out in the Regulation, together 
with minimum type sizes for the disclosures. It 
should also be noted that special rules apply to 
real estate transactions. For example, certain 
charges may be excluded from the finance
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charge, and the dollar amount of the finance 
charge and the total of payments need not be dis­
closed in the case of a credit sale of a dwelling on 
a loan secured by a first lien to purchase a dwell­
ing.
Right to rescind certain transactions
Generally, in the case of any consumer credit 
transaction in which a security interest is or will 
be retained or acquired in any real property that 
is used or expected to be used as the principal 
residence of the customer (e.g., second mort­
gage, refinancing a first mortgage, mechanic’s 
lien), the customer has the right to rescind that 
transaction until midnight of the third business 
day following the date of the consummation of 
that transaction or the date of delivery of all dis­
closures required under Regulation Z, which­
ever is later. The customer may rescind by notify­
ing the creditor by mail, telegram or other writing 
of his intention to rescind. In connection with any 
transaction which is subject to the right of rescis­
sion, the creditor is required to give the customer 
two copies of a notice of his right to rescind, 
in the form prescribed in the Regulation. During 
the rescission period and until the creditor has 
reasonably satisfied himself thereafter that the 
customer has not exercised his right of rescission 
the creditor may not disburse any money other 
than in escrow, make any physical changes to 
the property of the customer, perform any work 
or service for the customer or, if a contractual 
security interest is involved, make any deliveries 
to the residence of the customer. If the customer 
exercises his right to rescind the transaction, he 
is not liable for any finance or other charge, and 
any security interest given becomes void. The 
creditor is thereafter required to return any down 
payment or other money or property received from 
the customer in connection with the transaction 
and to cancel the security interest held. After 
that, the customer is required to tender back to 
the creditor any property which he may have 
received. If, however, the creditor does not take 
possession of it within ten days after the tender, 
ownership of such property vests in the customer 
without his obligation to pay for it.
The right of rescission does not apply to the 
creation, retention or assumption of a first lien 
or equivalent security interest to finance the ac­
quisition of a dwelling in which the customer
resides or expects to reside (e.g., purchase money 
first mortgage). Neither does it apply to a first 
lien retained or acquired to finance the initial 
construction of the residence of the customer, 
whether or not the customer previously owned 
the land on which that residence is to be con­
structed.
A customer may waive his right to rescind 
a transaction if:
1. The extension of credit is needed in order 
to meet a bona fide immediate personal financial 
emergency of the customer.
2. The customer has determined that a delay 
of three business days will jeopardize a person’s 
welfare, health or safety or endanger property 
which he owns or for which he is responsible.
3. The customer furnishes the creditor with a 
separate dated and signed personal statement 
describing the situation requiring immediate ex­
tension of credit and waiving his right to rescind. 
(The use of printed forms for waivers is pro­
hibited.)
Advertising
Truth in Lending also applies to advertising. 
An advertisement is defined as any commercial 
message intended to aid, promote or assist any 
extension of consumer credit in any newspaper, 
magazine, leaflet, flyer or catalog, on radio, tele­
vision or public address system, in direct mail 
literature or other printed material, on any inte­
rior or exterior sign or display, in any window 
display, and in any point-of-transaction litera­
ture or price tag delivered or made available to 
the customer. No advertisement may state that 
a specific amount of credit or installment amount 
can be arranged or that no down payment or that 
a specified down payment will be accepted, un­
less the creditor usually and customarily arranges 
or will arrange those credit terms. Generally, with 
respect to advertising of open-end credit, no sin­
gle credit term may be advertised; that is, if one 
such term is advertised, the advertisement must 
include all credit terms. With respect to the ad­
vertisement of credit other than open-end, a credi­
tor may advertise the annual percentage rate 
without being required to advertise other specific 
credit terms.
Inconsistency w ith state laws
When there is inconsistency with state laws, 
Truth in Lending controls. The disclosure re­
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quirements of a state law are considered to be 
inconsistent with the requirements of Truth in 
Lending if they require:
1. A creditor to make disclosures different 
from those of Regulation Z with respect to form, 
content, terminology or time of delivery.
2. Disclosure of a finance charge determined 
in any manner other than that prescribed in Reg­
ulation Z.
3. Disclosure of an annual percentage rate 
determined in any manner other than that pre­
scribed in Regulation Z.
Any creditor who elects to make the disclosures 
required by state law that are inconsistent with 
Truth in Lending may make such disclosures on 
a separate paper apart from the federal disclo­
sures or on the same sheet with the federal dis­
closures, provided the federal disclosures appear 
separately and above the inconsistent state dis­
closures. The federal disclosures must be identi­
fied as being made in compliance with federal 
law and the state disclosures must appear below 
a conspicuous demarcation line identified by a 
clear and conspicuous heading, indicating that 
they are inconsistent with the federal Truth in 
Lending Act.
A creditor may supply additional information 
or explanation to accompany any disclosure re­
quired under Truth in Lending. However, none 
may be stated, utilized or placed so as to mislead 
or confuse the customer. Nor can they contradict, 
obscure or detract attention from the information 
required to be disclosed by the federal Act and 
Regulation.
Forms
The revision of credit forms will undoubtedly 
be necessary in most cases in order to comply with 
the disclosure requirements of Regulation Z. The 
Board of Governors of the Federal Reserve Sys­
tem has published, in its pamphlet entitled 
"What You Ought to Know About Federal Re­
serve Regulation Z,” a series of illustrative forms 
which may be utilized, if appropriate, or modi­
fied, as appropriate, by a creditor for compliance 
with Regulation Z. It should be pointed out that 
these illustrative forms are not the exclusive 
method by which compliance may be achieved; 
they are illustrative only.
All creditors must comply with the Truth in
Lending Act by its effective date (July 1, 1969) 
by obtaining the required printed forms, account­
ing machines or computer programs necessary 
under Regulation Z. However, a creditor may 
use existing forms for purposes of compliance 
(other than in connection with the rescission pro­
visions) if he can demonstrate that he has taken 
bona fide steps prior to July 1, 1969, to obtain 
the proper forms, equipment or programs. Such 
existing forms, however, must be altered or sup­
plemented as may be necessary to assure that 
all the items of information that the creditor is 
required to disclose to the customer are set forth 
in a clear and conspicuous manner. Also, the 
required forms must be obtained no later than 
December 3 1 , 1969.
Auditing considerations
In view of the civil penalties which are im­
posed for failing to make the disclosures re­
quired under Regulation Z (these, incidentally, 
are payable not to the court as a penalty, but to 
the person to whom the disclosures were given 
or were required to be given), an auditor should 
determine that the creditor (his client) is in 
compliance with the disclosure requirements of 
Regulation Z. The auditor’s failure to make such 
determination could result in financial statements 
that are, in fact, misleading. It should be noted 
that a creditor has no liability for civil penalties 
if, within 15 days after discovering an error, and 
prior to the institution of a suit by a customer or 
receipt of written notice of the error from the 
customer, the creditor notifies the customer of 
the error and makes whatever adjustments are 
necessary to insure that the customer will not be 
required to pay a finance charge in excess of the 
amount or percentage rate actually disclosed.
Also, for those clients who have income from 
rescindable transactions, care should be exer­
cised that income is not overstated as a result of 
subsequent rescissions.
In most instances, if the auditor has determined 
compliance, a review of contracts rescinded dur­
ing the three days subsequent to the examination 
date will indicate the retroactive adjustments to 
be made.
Finally, it should be understood that the fi­
nance charge, as used in the Act, is something 
more than interest and should be considered as 
such within the context of the usury laws and the 
Internal Revenue Code.
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Education requirement ( from page 4 )  
of Accountancy, p.57) to obtain the common 
body of knowledge to be possessed by those about 
to begin their professional careers as CPAs. For 
those who meet this standard, no qualifying 
experience should be required.
Council’s action was influenced by the growing 
trend toward the substitution of education for 
experience requirements and the continuing di­
lution, reduction and elimination of experience 
requirements. Furthermore, it was noted that a 
fifth year of college study is of greater benefit to 
the CPA than a year or two of experience as a 
junior staff member of a CPA firm.
The policy approved by Council supersedes 
Council resolutions adopted in 1959 and 
amended in 1960 and 1962. The new policy 
states that the "CPA certificate is evidence of 
basic competence of professional quality in the 
discipline of accounting.” This competence is 
demonstrated by acquiring the body of knowl­
edge common to the profession and by passing 
the CPA examination; Horizons for a Profession, 
the report of the Common Body of Knowledge
Commission, is the authoritative delineation of 
this knowledge.
The policy goes on to say that "the states 
should adopt this five-year requirement by 1975. 
Until it becomes effective, a transitional alterna­
tive is four years of college study and one year of 
qualifying experience . . .  the transitional qualify­
ing experience should be in public practice or 
equivalent experience in industry, government or 
college teaching acceptable to state boards of 
accountancy.”
Other parts of the policy state that candidates 
should take the CPA examination as close to 
their graduation dates as possible, that student 
internships should be encouraged, and that the 
responsibility for accreditation and content of 
academic programs should rest with the aca­
demic community.
This policy is drawn from the recommenda­
tions made in the Report of the Committee on 
Education and Experience Requirements for 
CPAs. Members desiring more detailed infor­
mation may obtain copies of the full report by 
writing the Institute.
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AICPA Insurance Trust refund exceeds $5 million
The AICPA Insurance Trust’s twenty-first annual refund to eligible partici­
pants in the Group Insurance Plan and in the CPA Plan was over $5 million, 
which was about $900,000 greater than last year’s record payment.
The insurance committee authorized payment on July 1, 1969, of a 56% 
refund of contributions for insurance to the participants in the CPA Plan 
classified as under age 65. In addition, because of the outstanding experience 
of participants under age 55, an extra 10% was added, bringing their refund 
up to 66% . The exceptionally good experience for this category should not 
be regarded as standard or indicative of future results. Refund rates for eligi­
ble subscribers to the Group Insurance Plan were also 56% ; where dependents 
coverage was included, a refund of 51% was paid. Refund amounts were 
based upon contributions and coverage in effect for the 12-month period ended 
September 3 0 , 1968.
Insurance presently in force amounts to approximately $975 million, an 
increase of about $150 million from last year. Currently, about 24,000 CPAs 
participate individually in the CPA Plan and some 23,000 sole proprietors, 
partners and their employees are enrolled under the Group Insurance Plan.
A new plan entrance date has been recently established for both plans— 
October 1, 1969—with invitations and descriptive literature scheduled for 
mailing the last week in August. Readers who do not receive brochures and 
necessary forms by September 3 or who desire additional information about 
the plans should write to the plan administrator: Reid & Carr, Inc. (formerly 
Reid, Collins & Co., Inc.), 530 Fifth Avenue, New York, New York 10036.
Fifth National Conference of CPA Computer Users sets record attendance
Nearly 250 members attended the Fifth National Conference of CPA Com­
puter Users held in Chicago from May 19 to 21. That was about 100 more 
than had attended the last conference in November.
Those in attendance participated in an intensive 2½-day program of panel 
discussions, orientation sessions and talks. New program features included a 
series of simultaneous presentations by suppliers of EDP software, hardware 
and services; there were also parallel sessions designed for those firms cur­
rently involved in EDP as well as for those firms considering such involvement.
Another special feature of the program consisted of excerpts from the 
AICPA video-tape courses entitled "Computer Concepts” and "Control and 
Auditing of EDP Systems.” These courses combine video-tape presentations 
with instruction and discussion—plus actual "hands on” computer experience.
A summary of the conference proceedings will be available at a nominal cost 
later this year. The next Conference of CPA Computer Users will take place 
in San Francisco on May 18-20, 1970.
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AICPA action is news
The press recognizes Institute action as news 
these days. The three recent Opinions by the Ac­
counting Principles Board, which will have far- 
reaching effects on financial reporting, were fea­
tured prominently in newspapers across the coun­
try. One result of this was that several members 
wrote chidingly that the membership ought to be 
informed about important Institute statements 
before they are reported in the press.
We heartily agree that it would be preferable 
if the membership were fully informed of Insti­
tute matters before they become public. Unfor­
tunately, this is not always practical.
Financial writers follow our activities closely. 
Reporters on the more important newspapers 
and business magazines are not only aware of 
subjects under consideration, but often they know 
the dates and locations of the various meetings 
at which the deliberations take place.
When the APB completes an Opinion, it takes 
several weeks to have the text printed and mailed 
to our more than 68,000 members. Many report­
ers have CPAs as personal friends, and after the 
APB has acted on a matter of importance to the 
financial community, it is almost certain that 
some newsmen would learn about it privately if 
our public relations office tried to withhold the 
news for some weeks.
News stories based on information obtained 
from individual sources have a tendency to be in-
Membership cards —  by request only
The Institute will send a membership 
card to any member who requests one 
in writing. Otherwise, cards are not 
supplied. The 2"x 4" gray cards carry 
the seal of the AICPA and state that 
the bearer is a member in good stand­
ing for the fiscal year September 1, 
1969— August 31, 1970.
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complete or garbled, since they are written with­
out benefit of the background information and 
explanation provided in Institute news releases. 
Coming from a variety of sources, they might 
give different interpretations.
Also, if a reporter scored a "scoop” by publish­
ing a story based on information obtained 
through personal sources, editors on other com­
peting publications would be irritated at having 
been denied the information themselves. Thus, 
attempts to withhold news of important Institute 
statements until all members have been informed 
would be damaging to our good relations with 
the press, which our public relations office strives 
to maintain by dealing openly and equally with 
all reporters.
We feel obliged, therefore, to inform the news 
media about a major Institute decision as soon 
as it has been made. To some extent, our posi­
tion is similar to that of a public corporation 
which has to inform stockholders of important 
developments through the news media before 
they are notified directly and officially.
The Institute staff makes every effort to trans­
mit important information to members as 
promptly as possible. When matters of public 
interest and concern are involved, however, its 
methods cannot be as rapid as the daily press.
This circumstance is largely offset, however, 
by the fact that APB Opinions and matters of 
similar importance are virtually always an­
nounced and discussed in The Journal of Ac­
countancy, The CPA and the Accounting Re­
search Association Newsletter well before the 
time they receive notice in the general press. Ex­
posure drafts are published in The Journal or as 
a separate pamphlet. Thus members have the 
opportunity to be much more fully informed than 
their clients who telephone and ask questions as 
a result of having read a newspaper article.
Significant technical matters are being re­
ported on a timely basis in the Accounting Re­
search Association Newsletter. It has no fixed 
publication schedule and can be issued whenever 
there is news. Thus, ARA members are kept 
abreast of important developments as they occur.
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3After retiring, two AICPA members volunteer their professional services overseas
Two American Institute members have just 
completed overseas assignments in Iran and Pan­
ama for the International Executive Service 
Corps. This nonprofit corporation sends ex­
perienced business executives on short-term 
assignments abroad to counsel companies re­
questing assistance on management and techni­
cal problems.
A past president of the Connecticut Society of 
CPAs, who had held the posts of Deputy Treas­
urer of Connecticut and mayor of Middletown, 
Connecticut, John S. Roth had retired in 1961 as 
an officer of the United Aircraft Corporation. 
This experience qualified him to serve as a mu­
nicipal consultant to the Minister of Interior of 
Iran. His assignment was to review and set up a 
complete organizational procedure for the vari­
ous departments of a city government, using the 
present government in ten cities—six in the Cas­
pian Sea area and four in the vicinity of Tehran— 
as a basis for his survey.
Mr. Roth’s review covered municipal taxation 
and inventories of each city’s equipment, and he 
suggested improvements in both areas. At the 
end of six months his report recommended the 
procedures for preparing a budget and a com­
plete chart of accounts that can be used by a city 
of any size, the redesign of forms and books, and 
the elimination of duplicated work.
Joseph A. Dowling of Nutley, New Jersey, re­
tired in 1968 as assistant to the vice president for 
finance of Johns-Manville Corporation, a major 
U.S. building supply company. His responsibili­
ties covered accounting, auditing, data process­
ing, budget and management sales problems. In 
addition he had helped establish budgeting, ac­
counting and management report systems for 
European and Latin American subsidiaries, and 
had acquired some knowledge of Spanish.
Mr. Dowling was assigned to the firm of 
Hojalateria Panama, which serves the building 
industry of Panama and the Canal Zone, to up­
date its management systems for cost accounting 
and inventory control. After two months he sub­
mitted guidelines for adopting electronic data 
processing methods, using a local service bureau 
for processing, and preparing timely reports, 
which would assure the firm of continued busi­
ness profitability and expansion.
Mr. Dowling’s assignment marked the com­
pletion of IESC’s one-thousandth project since 
the organization’s inception in January 1965.
According to Mr. Roth, "Any retired CPA 
with the necessary experience in a special field 
could be a voluntary executive, because there is 
a need for all kinds of 'experts’ in the economic 
structure of the developing nations.”
IESC volunteer executives may be retired or 
able to arrange for leaves of absence for two to 
four months. They serve without salary, receiv­
ing only travel and living expenses for them­
selves and their wives while overseas. For other 
information, contact Charles H. Brown, Vice 
President—Public Relations, International Ex­
ecutive Service Corps, 545 Madison Avenue, 
New York, New York 10022.
New PD lecture program covers going public
The advantages and pitfalls of going public 
will be examined in a one-day lecture program 
which has been scheduled for presentation from 
August to January 1970 by the American Insti­
tute’s professional development division in co­
operation with six state societies.
Going Public, the title of the new program, 
will also cover how a business with one or a few 
owners can offer its securities to the general pub­
lic. The cost of the undertaking, along with the 
legal requirements before, during and after the 
filing, will be discussed by a panel of CPAs, at­
torneys and underwriters.
William L. Raby, a partner in the firm of
Laventhol Krekstein Horwath and Horwath in 
Tucson, Arizona, will be the moderator.
Going Public is designed for accountants, at­
torneys and business owners interested in the 
many aspects of undertaking such a venture. The 
registration fee is $65 and should be sent to the 
co-sponsoring state society or to the Institute’s 
PD division. The program will be presented at:
Kansas City, Mo.............. .... .....................Aug. 22
Newark, N. J.... .............. ...............— ....... Sept. 5
Cleveland, Ohio........................ ................Oct. 24
Houston, Texas ....... ......... ........... .......... Nov. 24
San Francisco, Calif......... ........................ Dec. 29
Atlanta, Ga......... ..............................Jan. 19, 1970
4AICPA awards grants for accounting research
The American Institute has awarded grants 
for accounting research to a professor of account­
ing and four graduate students working on their 
doctoral dissertations.
William R. Kinney, CPA, Ph.D., assistant pro­
fessor of accounting at Oklahoma State Univer­
sity, will attempt in his research to determine 
whether earnings of diversified companies can be 
better predicted by using past divisional earnings 
or past combined earnings. Dr. Kinney received 
his B.S. and M.S. degrees at Oklahoma State and 
his Ph.D. at Michigan State University.
The students receiving grants are:
Alan P. Johnson, University of Illinois, who 
will study comparative auditing standards in 
Australia, Canada, England and the United 
States. Mr. Johnson earned his B.A. and his M.A. 
at Brigham Young University and his M.B.A. at 
Indiana University.
Patrick B. McKenzie, Michigan State Univer­
sity, who will try to determine whether price- 
level adjusted statements are more useful to in­
vestors than are unadjusted statements. When he 
has completed his dissertation Mr. McKenzie, 
who received his B.S. and M.S. degrees from 
Kansas State University, will join the accounting 
faculty at Arizona State University.
John A. Yeakel, University of Florida, whose 
research will center on accounting for and re-
James J. Needham (l.), who was a partner in the New York office 
of A. M. Pullen & Company, is congratulated by Securities and 
Exchange Commission Chairman Hamer H. Budge (r.) after being 
sworn in on July 10 as a member of the SEC.
porting of contingent payouts in selected busi­
ness combinations. Mr. Yeakel earned B.S. and 
M.S. degrees at Pennsylvania State University.
Shane R. Moriarity, Ohio State University, 
who will attempt in his research to develop a 
formula to indicate the amount of testing neces­
sary to establish the accuracy of financial records 
within certain limits and will test the formula in 
an actual audit situation. Mr. Moriarity grad­
uated from University College, University of 
Minnesota.
All recipients except Mr. Moriarity are CPAs.
The Institute’s selection committee chose the 
winners this year from a record number of ap­
plicants.
In announcing the winners, Wayne P. Tenney, 
chairman of the Institute’s committee on rela­
tions with universities, said the grants not only 
advance accounting research but also give doc­
toral candidates an opportunity to concentrate 
on their dissertations, allowing them to become 
full-time accounting teachers at earlier dates.
Ethics committee revises opinion
The ethics committee, which is the executive 
group of the division of professional ethics of the 
American Institute, has revised Section 4 o f Opin­
ion No. 9, "Responsibility for firm publications 
and newspaper and magazine articles.” The 
change specifically prohibits the issuance of press 
releases regarding firm mergers, the opening of 
new offices and the admission o f new partners. 
The revision reads as follows (new language in 
italics) :
"4. Newspaper and magazine articles regard­
ing firms or members of the profession
"Statements made by CPAs on subjects of pub­
lic interest which are reported in the press and 
thereby contribute to public awareness of the pro­
fession are not considered advertising and are 
encouraged.
"Publicity deliberately cultivated either di­
rectly or indirectly by a member which advertises 
his or his firm’s professional attainments or serv­
ices, such as, but not limited to, the issuance of 
press releases regarding firm mergers, the open­
ing of new offices, or admission of new partners, 
is prohibited by Rule 3.01.”
How to get your accounting partnership down on paper—
Management of an Accounting Practice 
Bulletin No. 26:
PREPARING 
THE PARTNERSHIP AGREEMENT
In response to the increased demands on today’s accounting prac­
tice, more and more individual practitioners and small firms are realign­
ing themselves into larger partnerships. And other firms are finding it 
necessary to review and revise the ties that bind them. Whatever the 
case, partnerships agreements must be drawn— or redrawn—to meet 
the changing realities of practice.
This latest MAP bulletin offers valuable advice on this important 
subject, particularly for the growing firm. Among other things, it advo­
cates entering a partnership agreement for a tentative trial period in 
order to test its effectiveness and suitability. It also recommends that the 
participating firms first determine what provisions are desirable and 
then seek the assistance of counsel in preparing the formal agreement.
The study provides an annotated example of a formal partnership 
agreement, modified to conform with the special characteristics of an 
accounting practice. This sample agreement is set forth in a logical 
manner— with a clear explanation of each provision and a discussion 
of various alternatives selected from actual agreements contributed by 
firms represented in the American Institute.
Although this example was prepared with the assistance of the 
American Bar Association and its Standing Committee on Economics 
of Law Practice, it should not be used imitatively without the advice of 
legal counsel. It will, however, serve as a useful guide to every firm and 
individual practitioner who may be contemplating a new partnership 
agreement or who wants to check the adequacy of his present one.
The articles of partnership covered in the annotated example in­
clude: General Provisions. . .  Capital of the Firm. . .  Profits and Losses 
of the Firm . . .  Meetings and Votings of the Partners . . .  Changes as to 
Partners . . .  Duties of Partners . . .  Management. . .  Insurance; Invest­
ments . . .  Properties and Records . . . Termination and Liquidation of 
Firm . . .  Legal Effect of the Provisions; Arbitration . .  . Amendments.
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Each Bulletin $2.00 Post Binder $3.50 
(See AICPA Member Discount note below)
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A Helpful Guide for The CPA Providing Management 
Advisory Services to Business Clients
Management Services Technical Study No. 8:
MANAGEMENT INFORMATION SYSTEMS 
FOR THE SMALLER BUSINESS
This new staff study provides a common-sense approach to the 
design of an integrated information system— with special reference 
to the needs of the smaller business. As such, it emphasizes economy and 
development potential as well as simplicity, speed, reasonable accuracy 
and usefulness.
The text assumes a basic knowledge of the various interdependent 
sub-systems that make up a management information system including 
such activities as budgeting, cost control, production control, etc. The 
sub-systems are first reviewed separately and considered in terms of their 
information requirements. The study then concentrates on the interplay 
of these various activities— as exemplified in their effect on the com­
pany’s cash flow planning.
After summarizing the major components of a company’s informa­
tion system, the study proceeds to show how they may best be inte­
grated. As an example, it demonstrates the solution of a product-mix 
problem through the use of mathematical techniques.
Three realistic case studies follow the main text and illustrate situa­
tions in which defective information flows were resulting in faulty 
decisions and inefficient management. The study then explains how 
such information problems were solved by a CPA-adviser.
Every CPA with a degree of management services experience will 
readily understand this practical approach to information systems de­
sign and be able to apply it to the benefit of his clients.
TABLE OF CONTENTS
Introduction . . . The Planning Function . . . The Budget Sub- 
System . . . Cost Information . . . The Production Control Sub- 
System . . .  Sales Forecasting. . .  Capital Expenditures . . .  Finan­
cial Implications. . .  Requirements for a Basic Information System 
. . . Solving a Product-Mix Problem with Linear Programming 
Techniques . . .  Bibliography . .  . Other Cases.
88 PAGES LIST PRICE $3.00
DISCOUNT PRICE TO AICPA MEMBERS $2.40
SEE REVERSE SIDE FOR ORDER FORM AND EARLIER 
MANAGEMENT SERVICES TECHNICAL STUDIES AVAILABLE
MANAGEMENT SERVICES TECHNICAL STUDIES 
Earlier Studies in This Series:
No. 1 —  Cost Analysis for Product Line Decisions 
No. 2 — Cost Analysis for Pricing and Distribution Policies 
No. 3 — Analysis for Expansion or Contraction of a Business 
No. 4 — Analysis for Purchasing and Financing Productive 
Equipment 
No. 5 — Analysis for Purchase or Sale of a Business 
No. 6 — Practical Techniques and Policies for Inventory Control 
No. 7 —  Techniques for Forecasting Product Demand
DISCOUNT PRICES TO AICPA MEMBERS 
EACH STUDY $2.40 POST BINDER $2.80
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid,____ __copies of Management Services
Technical Study No. 8: M a n a g e m e n t I n f o r m a tio n  S y s te m s  f o r  t h e  
S m a l l e r  B u sin ess  (0698) at the discount price of $2.40. Payment is 
enclosed.
MEMBER’S NAME______________________________________________________________
FIRM___________________________________________________________________________
(if part of mailing address)
ADDRESS_______________________________________________________________________
CITY______________________________ STATE____________________ ZIP_____________ ,
Also send these earlier studies at the discount prices shown . . .
________No. 1: (0691) at $2.40 ________No. 5: (0695) at $2.40
________No. 2: (0692) at $2.40 ________No. 6: (0696) at $2.40
________ No. 3: (0693) at $2.40 ________No. 7: (0697) at $2.40
________ No. 4: (0694) at $2.40 ________Binder: (0690) at $2.80
(Please add 6 percent sales tax in New York City. Elsewhere in New 
York State, add 3 percent state tax plus local tax if applicable.)
9Notice of Eighty-Second Annual Meeting 
American Institute of Certified Public Accountants—October 6 ,  1969
To the Members of the 
American Institute 
of Certified Public Accountants
In accordance with the provisions 
of Article XIV, Section 3, of the 
bylaws of the American Institute 
of Certified Public Accountants, I 
hereby give notice that the regular 
annual meeting of the Institute will 
be held at the Biltmore, Los An­
geles, California, beginning at 9:00 
A.M. on Monday, October 6, 1969.
In accordance with Article XII, 
Section 1 (a), of the bylaws, the fol­
lowing report of the committee on 
nominations is submitted to mem­
bers of the American Institute of
Certified Public Accountants.
In accordance with Article XV, 
Sections 4 and 5 of the bylaws, 
Council has approved the submis­
sion of two amendments to the 
Code of Professional Ethics set 
forth below. The first of these would 
in effect incorporate into the Code 
a 1964 resolution of Council calling 
for disclosure of departures from 
Opinions of the Accounting Princi­
ples Board. The second proposed 
amendment would eliminate the 
current prohibition of practice in 
corporate form and permit such 
practice if the professional corpora­
tion or association conformed to a 
set of "public interest" safeguards
established by resolution of Coun­
cil. A resolution providing for these 
safeguards is included in this docu­
ment.
In keeping with the bylaws, the 
two proposed amendments will be 
presented to members at the an­
nual meeting for discussion, but not 
for action. Following the meeting, 
they will be submitted to all mem­
bers for a vote by mail ballot—ac­
companied by a statement pre­
pared by the secretary summarizing 
the arguments presented for and 
against them.
John Lawler, 
Secretary 
New York, N. Y., July 7, 1969
REPORT OF THE COMMITTEE ON NOMINATIONS
The committee on nominations 
hereby nominates the following for 
officers and members of Council of 
the American Institute of Certified 
Public Accountants:
For Officers
President
Louis M. Kessler, N. Y.
Vice Presidents
Marshall S. Armstrong, Ind. 
Winston Brooke, Ala.
Stanley D. Ferst, Pa.
Kenneth L. Thompson, Calif.
Treasurer
Walter E. Hanson, N. Y.
For Council Members at Large
(Three-year terms)
Lorin H. Wilson, Calif.
Sidney Davidson, Ill.
Ivan O. Bull, Iowa 
Norman Cogliati, N. J.
John C. Biegler, N. Y.
Philip L. Defliese, N. Y.
LeRoy Layton, N. Y.
For Members of Council
(Three-year terms)
James E. Money, Ala.
James B. Kuhn, Calif.
Walter C. Frank, Calif.
Henry T. Maschal, Calif.
Leon C. Steres, Calif.
A. Jay Bruch, Calif.
Gordon W. Tasker, Conn. 
Byron P. Harris, Ga.
R. Neal Fulk, Ill.
Clifford T. Fay, Jr., Ill.
Howard M. London, Ill. 
Herschell J. Umbaugh, Ind.
J. Robert MacNaughton, Iowa 
Robert I. Cory, Kans.
Nolen C. Allen, Ky.
Joseph P. Jones, Ky.
Sidney A. Champagne, La. 
David M. Gruber, Md.
Robert Boyer, Mass.
Robert O. F. Bixby, Mass. 
Chauncey A. Norton, Mich. 
Max Myers, Mo.
Gordon F. Gardner, N. Y. 
Edward L. Lawson, N. Y. 
Francis G. Connelly, N. Y.
F. Robert Gilfoil, Jr., N. Y.
J. William Stewart, Jr., N. C. 
Blaine C. Lisk, Ohio 
Lawrence H. Baberick, Pa. 
Armand D. DuRocher, R. I.
S. Herbert Rhea, Tenn. 
Gordon N. George, Texas 
Harry E. Ward, Texas 
Robert L  Block, Wash.
In order to adjust the terms of 
their Council members and thus 
provide greater continuity of rep­
resentation, two states requested
that the following members be nom­
inated for the terms indicated. The 
committee acceded to the request 
and approval of Council was ob­
tained at its meeting in Colorado in 
May.
(Three-year terms)
Richard J .  Turigliatto, Ariz. 
Arthur L. Breakstone, N. J. 
Nathan Honig, N. J.
(Two-year terms)
Elmer Thierman, Ariz.
Ralph T. Bartlett, N. J.
John W. McCormack, N. J.
The committee will nominate the 
following for members of Council 
on the floor of the annual meeting 
on Monday, October 6, 1969, to 
fill vacancies created by the elec­
tion of officers or by the resignation 
of Council members.
For Council Members at Large
(One-year term)
Donald J. Bevis, N. Y.
(Two-year term)
James VanderLaan, Colo.
For Member of Council
(One-year term)
Robert S. MacClure, Ill.
July 7, 1969
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Proposed amendments to the Code of Professional Ethics
Council has approved for discussion by the 
members present at the annual meeting, but not 
for action, the following proposed amendments 
to the Code of Professional Ethics. Under Article 
XV, Section 5, of the bylaws, following the an­
nual meeting, the proposed amendments will be 
submitted to all members for a vote by mail.
Proposal No. 1
The language of the proposed amendment 
would be substituted for the present Rule 2.02 
(e ) . Following are the introduction to the rule 
and the proposed change, which is in italics:
"In expressing an opinion on representations 
in financial statements which he has examined, a 
member or associate may be held guilty of an act 
discreditable to the profession if: . . .
"(e) he jails to disclose in his report, when 
material in effect:
"(1) the omission of any generally accepted 
auditing procedure applicable in the circum­
stances; or;
"(2) the use of any accounting principle 
which departs from generally accepted account­
ing principles because it lacks substantial au­
thoritative support, in which case he must also 
either qualify his opinion or give an adverse 
opinion as appropriate; or
"(3) unless otherwise disclosed in the finan­
cial statements, the use of  any generally accepted 
accounting principle which differs from an Opin­
ion of  the Accounting Principles Board but 
which has other substantial authoritative sup­
port.
"Disclosure must be made in his report or in 
the financial statements of  the approximate effect
of  departures under (2) and (3 ), or a statement 
made as to the impracticability o f determining 
such effect.”
Proposal No. 2
Delete present Rule 4.06 and substitute for 
it the following:
"A member or associate may offer services of  
a type performed by public accountants only in 
the f orm of either a proprietorship, or a partner­
ship, or a professional corporation or association 
whose characteristics conform to resolutions of  
Council."
The following resolution of Council was ap­
proved at the spring meeting of Council at Colo­
rado Springs on May 6 ,  1969:
"w hereas, if the membership of the Institute 
approves the proposed amendment of Rule 4.06 
of the Code of Professional Ethics permitting the 
practice of public accounting in the form of a 
professional corporation or association whose 
characteristics shall be established by the Coun­
cil, it is hereby
" resolved, that members may be officers, di­
rectors, stockholders, representatives or agents of 
a corporation offering services of a type per­
formed by public accountants only when the 
professional corporation or association has the 
following characteristics:
"1. Name. The name under which the profes­
sional corporation or association renders profes­
sional services shall contain only the names of 
one or more of the present or former sharehold­
ers or of partners who were associated with a 
predecessor accounting firm. Impersonal or fic­
titious names, as well as names which indicate a 
speciality, are prohibited.
"2. Purpose. The professional corporation or 
association shall not provide services that are 
incompatible with the practice of public ac­
counting.
"3. Ownership. All shareholders of the cor­
poration or association shall be persons duly 
qualified to practice as a certified public account­
ant in a state or territory of the United States or 
the District of Columbia. Shareholders shall at 
all times own their shares in their own right, and 
shall be the beneficial owners of the equity capi­
tal ascribed to them.
"4. Transfer of Shares. Provision shall be made 
requiring any shareholder who ceases to be eligi­
ble to be a shareholder to dispose of all of his 
shares within a reasonable period to a person 
qualified to be a shareholder or to the corpora­
tion or association.
"5. Directors and Officers. The principal ex­
ecutive officer shall be a shareholder and a direc­
tor, and to the extent possible, all other directors 
and officers shall be certified public accountants. 
Lay directors and officers shall not exercise any 
authority whatsoever over professional matters.
"6. Conduct. The right to practice as a cor­
poration or association shall not change the obli­
11
gation of its shareholders, directors, officers and 
other employees to comply with the standards of 
professional conduct established by the American 
Institute of Certified Public Accountants.
"7. Liability. The stockholders of professional 
corporations or associations shall be jointly and 
severally liable for the acts of a corporation or 
association, or its employees—except where pro­
fessional liability insurance is carried, or capital­
ization is maintained, in amounts deemed suffi­
cient to offer adequate protection to the public. 
Liability shall not be limited by the formation 
of subsidiary or affiliated corporations or asso­
ciations each with its own limited and unrelated 
liability.”
AICPA tax division issues 
IRC recommendations
The 1969 edition of “ Recommendations 
for Amendments to the Internal Revenue 
Code," prepared by the Institute’s fed­
eral taxation division, was mailed to all 
Members of Congress in July. The 95- 
page booklet contains 91 proposals for 
tax law revision.
In the foreword to the booklet the tax 
division states its support for the current 
government inquiry into the basic con­
cepts underlying our tax system and af­
firms its intention to comment on govern­
ment proposals as they are developed.
The division also says that any tax law 
revision should include substantive tech­
nical amendments which remedy com­
plexity, inequity and unintended benefits 
and hardships now found in the Code. 
Such proposed amendments are dis­
cussed in the booklet.
The last edition was presented to Con­
gress in 1967. The current booklet has 
been updated to allow for the important 
developments in the tax laws over the 
past two years and includes 17 new rec­
ommendations for changes in the Code 
(for summary of proposals, see JofA, 
June69, pp. 67-70).
Single copies are available to members 
without charge upon request.
Ethics committee answers query on 
independence of members auditing banks
The advisory committee on independence of 
the professional ethics division has received a 
number o f inquiries concerning Opinion No. 19 
on the independence of members expressing 
opinions on financial statements of banks. At a 
recent meeting, the committee on independence 
authorized publication of the following Q&A:
Q. A partner of a public accounting firm 
auditing a bank has a $50,000 loan from the bank 
secured by a first mortgage on his home which 
has a fair market value of $80,000. The partner’s 
net worth is $100,000. Would this relationship 
impair the firm’s independence under Opinion 
No. 19?
A. Opinion No. 19 was not intended to apply 
to secured loans arising out of the bank’s normal 
lending procedures. If the above loan meets this 
criterion, the loan would not cause the firm to be 
considered to be lacking in independence.
Compendium of accounting principles 
is revised
An updated edition of the two-volume work 
entitled APB Accounting Principles was pub­
lished in August by Commerce Clearing House, 
Inc., for the American Institute. The revision in­
cludes Accounting Principles Board Opinion 
Nos. 13 to 15 and the APB Statement on "Finan­
cial Statements Restated for General Price-Level 
Changes.” The Statement was approved by the 
APB in June and will be published, without ap­
pendixes, in the September Journal of Account­
ancy.
The bound volumes are reprints of the loose- 
leaf edition also published by CCH, and include 
the following:
• Opinions and Statements of the APB
• Accounting Research Bulletins issued by the 
committee on accounting procedure (the prede­
cessor to the APB)
• Accounting Terminology Bulletins issued 
by the committee on terminology
• The Special Bulletin distributed to AICPA 
members in October 1964.
The price of the revision to AICPA members 
is $8. Nonmembers, however, must purchase the 
work from Commerce Clearing House.
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Illinois girl is winner of AICPA scholarship
This year’s winner of the four-year National 
Merit Scholarship sponsored by the AICPA is 
Emily Borgemeister of Westmont, Illinois. Miss 
Borgemeister will study accounting at Northern 
Illinois University in DeKalb, Illinois.
The award was presented to Miss Borgemeis­
ter at an awards assembly at Downers Grove 
High School North, Downers Grove, Illinois, by 
Walter R. Newman, a CPA of Downers Grove.
Miss Borgemeister is the first girl to win the 
Institute’s scholarship. In presenting the award 
on behalf of the AICPA, Mr. Newman pointed 
out that more and more women are discovering 
attractive career opportunities in the accounting 
profession. "Over the most recent five-year peri­
od for which statistics are available, the annual 
number of accounting degrees granted to women 
has doubled,” he said, "while the overall increase 
has been about 50 per cent.”
The scholarship was awarded to Miss Borge­
meister on the basis of her academic record, her 
extracurricular activities and her scores on two 
nationwide examinations. The daughter of Mrs. 
Erna Borgemeister, 4004 N. Washington Street, 
Westmont, Illinois, and the late Frederick A.
Borgemeister, Miss Borgemeister graduated from 
high school with an A average.
The Institute offers the scholarship annually to 
encourage young people to study accounting and 
make it their career.
Member is named to 
finance post at Eximbank
American Institute member J. Patrick 
Dugan of New York has been desig­
nated treasurer-controller of the Export- 
Import Bank of the United States. The 
purpose of Eximbank, an independent 
agency of the U.S. government, is to aid 
in financing and to facilitate exports and 
imports and the exchange of commodi­
ties between the U.S. and foreign coun­
tries.
Prior to his appointment, Mr. Dugan was 
a manager on the audit staff of Price 
Waterhouse & Co., in New York. He is a 
member of both the New York State So­
ciety of CPAs and the Indiana Associa­
tion of CPAs.
the CPA
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Executive committee meeting highlights
At its meeting in New York on August 4-5, the American Institute’s executive 
committee endorsed a proposed plan for reappraisal of the standards and 
procedures of the Uniform CPA Examination. The objectives outlined in the 
proposal are to (1) examine the standards of the examination and make 
appropriate recommendations to the executive committee and the Board of 
Examiners, (2) recommend measures to provide assurance that the grades 
suggested by the Advisory Grading Service are acceptable by state boards 
without substantial changes and (3) investigate security measures taken by 
the Institute in the preparation of examination material, the shipment of 
examination booklets to state boards and the custody of candidates’ papers 
while they are graded.
In conducting this examination, the ad hoc committee on CPA examina­
tion standards and procedures may also investigate the level of the CPA ex­
amination in relation to the academic preparation and competence of the candi­
dates (particularly as indicated by performance of candidates on the examin­
ation) , the standards of the Advisory Grading Service and the underlying phil­
osophy on which the grading is based.
The executive committee also took the following actions:
• Approved the report of the committee on tax policy which calls for 
an expansion—backed up with research—of the Institute’s role in advancing 
tax policy recommendations. For further details about this plan, see page 3.
• Agreed to submit to the spring 1970 meeting of Council the admission 
committee’s proposal to eliminate the experience requirement for Institute 
membership, as prescribed in Article II, Section 2 (c) of the bylaws. The pro­
posal was prompted by Council’s new policy on education and experience re­
quirements for CPAs (see The CPA, June69, pp. 4, 24).
• Affirmed its earlier decision to go ahead with a new tax magazine. En­
titled The Tax Adviser, the first issue is scheduled for publication early in 1970.
• Endorsed the appointment of George R. Catlett as vice chairman of the 
Accounting Principles Board.
• Approved the nomination of William H. Westphal, North Carolina, to 
complete the unexpired term of Winston Brooke, vice president nominee, on 
the Trial Board.
2Our relations with the business press
In June 1932, an anonymous journalist, writ­
ing in Fortune magazine said:
. . Today it is no overstatement to say that 
there are pre-eminently three professions upon 
whose ethics as well as upon whose skill modern 
society depends: law, medicine, and certified 
public accounting. Yet this third profession, 
which is no heritage but a creation of our neces­
sity, is so little known that certainly 100,000 of 
our . . .  American contemporaries will die in a.d. 
1932 without ever having the vaguest notion of 
what manner of men certified public accountants 
are. They walk in the shadow of virtual anonym­
ity. So discreet are they that at times it seems as 
though their aim were to become a disembodied 
function, almost without proper name. Yet upon 
the expert opinion of these abstract beings—who 
pit their judgment against the unbelievably sub­
tle economic forces of this generation—the 
financial structure of our greatest industries is 
founded.. . . ”
Thirty-seven years later, John L. Cobbs, the 
editor of Business Week, in an article in the 
August 1969 issue of The Journal of Account­
ancy, said to us:
"In a country such as this one, a profession as 
important as yours simply cannot afford to re­
main a mystery to the majority of the people.. . . 
For your own protection you must become mis­
sionaries—even if that means that once in a 
while you have to take the chance of being eaten 
by the natives.”
A reader viewing this quoted material without 
inclusion of the dates might well believe that it
Editor: Barbara J. Shildneck 
Production Assistant: Ingrid A. Pena
was two consecutive paragraphs from the same 
article. Does this mean that the accounting pro­
fession has become no more proficient in the art 
of communication in more than thirty years?
Obviously not! But honesty demands acknowl­
edgement of the fact that our education in com­
municating a satisfactory understanding of our 
role in the economy does not yet qualify us for 
an advanced degree.
If one were to look for evidence that the pro­
fession recognizes the need for an understanding 
of its role, it would not be hard to find. The news­
paper and magazine clippings in the Institute 
files are reassuring. And the simple fact is that 
the profession’s "press” is far better than it was 
even a few short years ago.
Not all the public print references to the pro­
fession are favorable. Nor will they ever be. 
Sometimes the thinness of our skin shows 
through in our reactions to press criticisms.
We have not yet gotten accustomed to being 
newsworthy, and hence we are inclined to over­
look the fact that many of the things which we 
read in our newspapers and see on our TV 
screens are, at one time or another, reports of un­
favorable developments or criticisms of virtually 
all segments and institutions of our society. A 
skeptical view of public matters is an important 
function of a free press.
Rule 1.03 of our Code of Professional Ethics 
says that a CPA shall not violate the confidential 
relationship between himself and a client. And 
Rule 3.01 says that a CPA shall not advertise his 
professional attainments.
The need for restrictions such as these on in­
dividual members of a profession is apparent to 
each of us. But, this should not be taken by CPAs 
as an excuse to remain, as Mr. Cobbs puts it, "a 
mystery to the majority of the people.” Further­
more, Opinion No. 9 of the committee on pro­
fessional ethics, commenting on Rule 3.01, de­
clares:
"Statements made by CPAs on subjects of pub­
lic interest which are reported in the press and 
thereby contribute to public awareness of the 
profession are not ( continued on page 4)
The CPA, September 1969. Published monthly, except July- 
August when bimonthly, for membership of the AICPA. Inc. 
Vol. 49, No. 8. Publication and editorial office: 666 Fifth 
Ave., New York, N. Y. 10019. Second-class postage paid at 
New York, N. Y.
3AICPA's role in tax policy to be expanded
Executive committee approval of the report of 
the tax policy committee marks the preliminary 
step in the general expansion of the Institute’s 
role in advancing tax policy recommendations. 
The objective of the committee’s report is to have 
the Institute, through its division of federal tax­
ation, establish a program for developing posi­
tions on matters of tax policy covering those 
major areas of taxation in which members of the 
accounting profession have special competence.
Until now the role of the Institute has been 
largely responsive. It has, according to the tax 
policy committee’s report, "confined the expres­
sion of its views on taxation to technical matters 
within the established framework of the tax 
structure, concentrating on the problems of inter­
preting, applying and administering the results 
of legislative or administrative decisions [and] 
has rarely expressed its views.”
In describing the new program, the committee 
said the profession’s tax policy views must be 
based on the "recognized special competence 
and experience” of CPAs as a group and should 
have the support of the Institute. In addition, 
the views should be supported by competent and 
adequate research and should be based on the 
objective goal of a sound and effective tax struc­
ture in the public interest.
Implementing this program will be special 
task forces, each composed of three to five 
AICPA members not currently serving on com­
mittees of the federal taxation division. Each 
task force will be assigned to undertake the re­
search and to prepare a position paper on an 
approved area of tax policy.
It is expected that drafts of tax policy state­
ments will be given the same kind of exposure 
for comment before final adoption that is given 
statements on responsibilities in tax practice and 
Accounting Principles Board Opinions.
New AICPA bylaws affect when states 
select their candidates for Council
The AICPA bylaw changes approved by refer­
endum ballot last February will effect a major 
change in state societies’ time schedules for nom­
inating elected members of Council. The new by­
laws— which go into effect October 6— will call
ARA board to meet in Los Angeles
The Board of Trustees of the Accounting 
Research Association will hold a regular 
meeting at 2:30 P.M. on Wednesday, 
October 8, 1969, in the Roman Room of 
the Los Angeles Biltmore. ARA members 
attending the AICPA annual meeting are 
invited to attend this meeting of the 
Board.
for the direct election of Council members. Those 
states with Council vacancies in 1970 will have 
to submit to the Institute the names of their 
candidates for Council by January 15, 1970, in 
order to permit:
• The AICPA committee on nominations to 
consider recommendations at its meeting in 
March 1970.
• The committee’s selections, plus any inde­
pendent nominations—which may be added on 
petition of any 20 AICPA members in a state— 
received by May 20, 1970, to be placed on ballot 
forms for each state.
• The ballots to be mailed no later than June 
15, 1970, to every Institute member in states with 
Council vacancies.
States now use various methods to select their 
Council candidates, and the January 15 deadline 
may create some hardships, especially for those 
states which usually present their selections for 
Council for approval at state society annual meet­
ings. If at all possible, these selections should be 
approved at 1969 annual meetings.
It is expected that the voting will be done 
by secret ballot using IBM cards, a separate sig­
nature card, and an independent agency for tabu­
lation. Voters will be asked to mail their ballots 
directly to the agency.
The ballots will provide space for write-in 
votes and will also include the names of inde­
pendent nominees—if received by the AICPA 
before the May deadline. Brief biographies of 
the candidates will be included in the ballot 
packet.
For further information, contact Norman 
Nestler, manager of membership relations at the 
Institute.
4Institute films reach wide audiences in 
group showings and on TV, movie screens
A recent tabulation of showings of the Insti­
tute’s films, Inc., Men of  Account and the now- 
withdrawn CPA, shows that from September 1, 
1968, to June 3 0 , 1969, the recruiting and public 
relations films have enjoyed wide exposure on 
television, in motion picture houses in metropol­
itan areas, and before groups of high school stu­
dents and others. In this period, an estimated 
audience of 5,717,514 viewed these films.
The distribution breakdown on the opposite 
page clearly indicates that showings of Inc. were 
far ahead of the other two. One explanation of 
this is that CPA, which had been distributed for 
the past ten years, was withdrawn from circula­
tion in February and that Men of  Account, the 
replacement for CPA, was only placed in distri­
bution in October.
According to reports from the Institute’s film 
distributor, Association Films, Inc., of late the 
demand for prints of Men of  Account has ex­
ceeded the supply. Now, with the recent pur­
chase of 60 additional prints, the inventory stands
at 200 prints— 35 reserved for TV distribution 
and the rest for school and other group bookings.
Inc. is not publicized as a recruiting film, since 
it is intended to be used as a curriculum aid for 
high school economics, social studies and Amer­
ican history classes. Its "soft sell” recruiting mes­
sage makes it suitable also for showings as a the­
atrical short. For the month of May, a shortened, 
theatrical version of Inc. had 17 bookings in 
movie theaters in the New York area. In June 
the prints were transferred to Chicago where they 
have been booked to capacity.
The films are considered to be successful re­
cruiting and public relations vehicles and are 
available for showings within firms and to out­
side groups. Some state societies have purchased 
prints and are distributing them to high schools 
as part of their recruiting programs.
Both films are in color and can be adapted for 
a 30-minute TV showing. Men of Account runs 
for 27½ minutes and Inc. is 22 minutes long.
Schools and organizations may obtain prints of 
the films on free loan from the distributor. 
Groups interested in purchasing the films may do 
so for $150 (Inc.) and $250 (Men of Account).
California's Governor Reagan 
to address annual meeting
The Governor of California, The Honorable 
Ronald Reagan, will be the principal speaker at 
a luncheon meeting Wednesday, October 8, at 
the Institute's 82nd annual meeting in Los An­
geles. His address will come at the close of the 
October 5-8 meeting, which opens with a recep­
tion on Sunday evening at the Grand Hall of the 
Los Angeles Music Center. As announced in the 
April 1969 CPA (p. 6), the Music Center dining 
rooms, located on the top floor of the Dorothy 
Chandler Pavilion, will be opened especially for 
AICPA members from 7:30 to 9:00 p .m . for 
cocktails and a buffet dinner. Because of limited 
capacity, reservations must be made in advance. 
Write, giving number in party, to: Music Center 
Dining Rooms, 135 North Grand Avenue, Los 
Angeles, California 90012. After October 3, tele­
phone: 624-8871 or 624-5477.
Program highlights of the annual meeting 
appeared in the June CPA (pp. 11-14).
Oar relations with the business press ( from page 2) 
considered advertising and are encouraged 
(Emphasis added.)
Our professional bodies—the Institute and the 
state societies—bear the brunt of conveying a fair 
presentation and an understanding of the work 
of their members, and of its importance in our 
overall economy. The Institute’s role in this en­
deavor will generally be related to matters of 
nationwide interest, communicated through ma­
jor news media. State societies can and should 
play a key role at the grass-roots level of com­
munication where there is great opportunity for 
close working relationships with a substantial 
portion of the working press.
An increasing flow of newsworthy material is 
now being communicated by the Institute. If the 
accounting profession, through the voluntary ef­
forts of its members, is successful in meeting the 
discernible needs of the public interest, that flow 
of newsworthy material will surely be expanded. 
There can be no real fear "of being eaten by the 
natives.”
5Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
Iowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Total
Distribution of Institute Films 
September 1, 1968, to June 30, 1969
MEN OF ACCOUNT 
Telecasts Showings
5 32
0 0
4 26
0 47
4 251
3 88
2 92
0 15
0 3
0 106
3 38
0 0
0 9
3 73
0 50
0 40
2 93
1 28
3 26
1 28
0 22
0 114
0 63
0 58
0 18
1 74
0 14
0 36
3 12
0 41
1 75
5 36
2 163
2 129
0 7
4 152
0 72
0 22
5 117
0 25
4 11
0 9
7 39
10 129
0 10
0 41
1 28
1 19
0 34
5 73
0 8
82 2,696
INC.
Telecasts Showings
3 50
0 0
2 65
0 54
3 421
1 91
1 58 
0 25 
0 0 
3 123 
0 39 
0 0
5 20
2 183 
0 148
0 43
1 125 
1 57
0 52 
0 22
1 73 
0 118
0 149
1 162 
0 28 
1 110 
1 28 
0 22
6 15 
0 28
2 214
3 61
3 402 
0 179 
0 18
2 486
0 74
4 62
2 246 
0 22 
0 26 
0 22
1 58
2 218 
0 42 
0 19
2 141 
0 68 
0 74 
0 155
_0 __ 16
53 4,912
CPA
Telecasts Showings
0 8
0 0
2 15
0 0
1 103
0 10
2 23
0 2
0 1
1 16
0 4
0 0
1 0
1 134
2 81
1 31
0 19
0 9
0 6
1 13
0 0
0 57
0 75
0 80
0 5
0 2
0 14
0 40
1 6
0 17
2 13
0 9
4 14
0 27
0 20
0 90
0 5
0 9
0 38
0 13
0 5
0 8
0 4
3 14
0 49
0 1
0 15
0 15
0 8
0 71
0 9
22 1,208
6from the Executive Vice President 
LEONARD M. SAVOIE
Unofficial Accounting Interpretations: 
an Institute service to the profession
The need for timely and consistent explana­
tions of what constitutes good accounting prac­
tice has long been recognized by the Institute. 
The many Institute activities dedicated to this 
objective give evidence of this recognition. Since 
its inception the Accounting Principles Board has 
assumed the major responsibility for issuing 
authoritative statements on accounting principles 
through its official Opinions. It has increased its 
production of Opinions and is effectively fulfill­
ing its responsibility.
Most subjects considered by the Board are con­
troversial, thus requiring time for research and 
study by Board members. In spite of the dedica­
tion of Board members and their commitment to 
an unbelievable workload, there are more issues 
remaining to be treated in Opinions than have 
been dealt with thus far. Furthermore, an APB  
Opinion does not solve all problems; in fact, a 
new Opinion often opens up new areas calling 
for interpretation.
Audit guides and the pronouncements of other 
Institute technical committees often deal with 
questions which relate to matters of accounting 
principles in a specific area and may require inter­
pretation.
In areas not covered by existing pronounce­
ments, situations frequently arise where incon­
sistent practices seem likely unless the profession 
is guided into a preferable position. In such cases 
there may not be enough time for formal APB  
consideration.
All of these conditions point up the need for 
a timely informal interpretive service to provide 
guidance as to preferred accounting practices.
In response to this need, the executive commit­
tee with the A PB’s concurrence early this year 
authorized the staff to issue Unofficial Account­
ing Interpretations. Although the interpretations 
are to be issued without the formal procedures 
required for an APB Opinion, each interpretation 
must be approved for release by the executive 
vice president of the Institute and by the chair­
man of the Accounting Principles Board. The 
objective is to provide interpretations which will 
be sound and in conformity with the A PB ’s intent 
when they relate to an Opinion. The interpreta­
tions will not be the personal views of the staff 
as to what an Opinion should have said but 
rather a statement of what the APB intended, 
based on records of the Board’s deliberation and 
discussion with individual Board members. At 
times the Board itself may consider the issue and 
advise the staff in arriving at the interpretive 
position.
After the interpretation service was author­
ized, J. T. Ball, then the Institute’s assistant direc­
tor of examinations, was selected to fill the newly 
created position of research associate for account­
ing interpretations upon the completion of his 
duties for the May 1969 CPA examination. Mr. 
Ball will undertake the necessary research and 
consultation with informed members of the pro­
fession who have extensive experience in the 
problem areas to define the issues and arrive at 
tentative conclusions. He will prepare interpre­
tations under the supervision of Richard C. Lytle, 
administrative director of the APB.
The interpretations are being published ini­
tially in the Accounting and Auditing Problems 
section of The Journal of Accountancy. (See 
JofA, July69, p.67 and Sept.69, p .70.) Plans are 
underway to integrate them into the loose-leaf 
edition of APB Accounting Principles in a sec­
tion separate from Opinions but with co-ordi­
nated indexing. Should the APB issue an Opinion 
on matters included in an Unofficial Accounting 
Interpretation, the superseded material would 
be withdrawn immediately.
The interpretation service will provide guid­
ance on questions having general interest to the 
profession and will not respond to individual 
inquiries about specific accounting questions; all 
individual inquiries should continue to be di­
rected to the Institute's Technical Information 
Service. Naturally, some TIS inquiries will prob­
ably point to the need for Unofficial Accounting 
Interpretations.
Although the interpretations are unofficial and 
tentative, they will be considered by the Institute 
to express preferred practices in the areas of fi­
nancial reporting to which they relate. In view 
of the procedures under which the interpretations 
are to be developed and approved, Unofficial Ac­
counting Interpretations may be relied upon by 
members of the profession in the absence of other 
authoritative pronouncements. W e believe that 
this timely guidance will be greatly welcomed 
by all practicing CPAs.
Two-volume reference to APB pronouncements 
now offered in upduted, puperbuck edition
APB ACCOUNTING PRINCIPLES-1969 Ed.
An up-to-date edition of the standard reference work— APB Accounting 
Principles— has just been released in handy paperback form. Published by 
Commerce Clearing House Inc. for the American Institute, the two-volume 
compilation makes it easy for you and your staff to locate current principles 
as they apply to specific accounting situations.
The new edition has been revised as of August 1969 to include such recent 
material as APB Opinions Nos. 13 to 15, and APB Statement No. 3: Financial 
Statements Restated for General Price-Level Changes (approved by the APB 
in June 1969.)
Volume One (Current Text) covers all Opinions and Statements of the Ac­
counting Principles Board and Accounting Research Bulletins still in effect. 
Changes have been recognized by amendments and deletions in the text and 
the contents are conveniently arranged by subject and fully indexed.
Volume Two (Original Pronouncements) is arranged numerically and in­
cludes all Accounting Research Bulletins, Accounting Terminology Bulletins, 
and APB Opinions and Statements . . .  all in their original form.
Member’s Price (Two-Volumes).......................................................................... $8.00
The Looseleaf Edition of APB ACCOUNTING PRINCIPLES
This previously announced reference service offers all of the material de­
scribed above— with provisions for keeping it up-to-date on a continuing basis.
Subscribers to the service will receive all current APB Accounting Prin­
ciples materials in two looseleaf volumes (with handy tab guides). This 
flexible form permits users to add new pronouncements— specially prepared 
for filing in both volumes— immediately upon issuance.
Member’s Subscription Price (2 volumes with service to May 1971)— $35.
ORDER FORM— FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid,________copies of the two-volume reference:
APB A c c o u n tin g  P r in c ip le s  (0032) at $8 per set.
Quantity Discounts: 10-49 copies-10% ; 50-99 
copies-20% ; 100-999-30% ; 1000 or m ore-40% .
□  Check here to receive complete APB A c c o u n tin g  P r in c ip le s  looseleaf 
subscription service with updating reports through May 1971 (0033) at $35.
MEMBER’S NAME.___________________________________________________________
FIRM _______ _________________________________________________________________
(if part of mailing address)
ADDRESS____________________________________________________________________
CITY__________________________________STATE____________ ZIP________________
(Please add 6 percent sales tax in New York City. Elsewhere in 
New York State, add 3 percent state tax plus local tax if applicable.)
How the preparers and users of financial reports view 
today's problems and what can best be done to solve them
“The Seaview  Symposium”
CORPORATE FINANCIAL REPORTING: 
CONFLICTS AND CHALLENGES
ED ITED  B Y  JOHN C. BURTON, Ph. D., CPA
How do financial executives, independent CPAs, financial analysts 
and commercial bankers view their interests, responsibilities and needs 
with respect to corporate financial reporting? What sort of problems 
is each group encountering? How do they feel these problems can best 
be solved?
This important book considers these questions expertly and in 
depth. It is a comprehensive report on the First Symposium on Cor­
porate Financial Reporting organized jointly by the American Institute, 
Financial Analysts Federation, Financial Executives Institute and 
Robert Morris Associates.
This meeting represented the first major inter-professional effort 
to consider the current state of financial reporting. It also discussed 
ways for improving communications between persons in these pro­
fessional groups, developing new ideas in response to the needs of 
the various parties concerned, and achieving each profession’s goals 
in fulfilling its responsibilities to the business community and the 
investing public.
Expertly edited and organized, the book offers you an oppor­
tunity to sit in on the thoughtful discussions which clearly reflect 
and explain the various viewpoints of the participants. The book also 
includes the papers and critiques which were prepared in advance to 
serve as background for these discussions.
This highly readable report offers you valuable insight into the 
present state and possible future direction of corporate financial 
reporting . . .  a subject which must be of primary concern to every 
member of the accounting profession.
286 PAGES $10 PER COPY
PLEASE SEE REVERSE SIDE FOR 
TABLE OF CONTENTS AND ORDER FORM
Corporate Financial Reporting: Conflicts and Challenges
Discussions
THE PROBLEMS OF USERS AND PREPARERS IN FINANCIAL REPORTING
The problem of comparability . . . The role of the Accounting Principles 
Board . . .  Disclosure of estimates of the future . .  . Surveillance over corporate 
reporting.
THE PROBLEMS OF INCOME MEASUREMENT
Objectives of financial statements . . .  Price-level accounting . . .  The treatment 
of accounting changes . . .  Accounting for inter-corporate investment.
THE ROLE OF THE AUDITOR
The short-form report . . . The responsibility of the auditor . . . Practice of 
public accounting in corporate form.
A VIEW OF THE FUTURE
Herbert E. Miller, John C. Burton, Robert T. Sprouse, Robert K. Mautz
Papers and Critiques
WHERE DO WE STAND? by Ralph S. Saul
USERS AND PREPARERS: NEEDS AND RESPONSIBILITIES
The Needs and Responsibilities of the Investor in Equities 
by William C. Norby
The Viewpoint of the Credit Grantor by Charles T. McGarraugh 
A Financial Executive Views Accounting Developments 
by Robert O. Whitman
Corporate Reporting and Accounting Principles: The Viewpoint of an 
Independent Accountant by Thomas D. Flynn
C r it iq u e s  by Clifford V. Heimbucher, Charles N. Berents, Dudley E. Browne, 
Thomas F. Russell, Harry S. Meily
THE MEASUREMENT OF INCOME by Robert T. Sprouse
C r it iq u e s  by Robert M. Trueblood, David Norr, Thomas A. Murphy, 
Harry S. Long
THE ROLE OF THE AUDITOR by Joseph L. Roth
C r it iq u e s  by Albert J. Bows, Louis M. Warlick, R. E. Pfenning, Arthur L. 
Nash
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, a copy of C o r p o r a t e  F in a n c ia l  R e p o r t in g : 
C o n f l ic t s  an d  C h a l l e n g e s  (0249) at $10. Payment is enclosed.
m e m b e r ’s  n a m e ________________________________________________________________________
f i r m ____________ __________ _______________________________________________________________
(if part of mailing address)
a d d r e s s ___________________________________________________________________________________
CITY________________ ______________________ STATE_________________ ZIP____________________
Note: Because this book has been sponsored jointly by the American Institute, 
Financial Analysts Federation, Financial Executive Institute and Robert Morris 
Associates, its price has been set by mutual agreement of the organizations 
involved. The book Is not subject to any further AICPA member discount.
(Please add 6 percent sales tax in New York City. Elsewhere 
in New York State, add 3 percent state tax plus local tax if applicable.)
11
Over 500 CPA practices participate in professional liability insurance program
Since its inception late in March, over 
500 practice units from virtually all 50 
states have participated in the account­
ants’ professional liability insurance pro­
gram announced in the May 1969 CPA 
(pp. 1, 11). This insurance program was 
developed by the AICPA to assist mem­
bers in obtaining coverage sufficient to 
protect them from potential catastrophic 
financial loss resulting from a lawsuit. 
The plans are operated by an interna­
tional firm of insurance brokers and are 
underwritten by two leading insurance 
companies.
The two plans available provide primary 
insurance and excess liability insurance. 
The former provides the basic profes­
sional liability insurance which protects 
a member or firm against claims arising 
from error, omission, breach of contract, 
neglect, dishonesty, misrepresentation, 
fraud, libel or slander, including protec­
tion against costly legal defense.
The excess liability plan enables a mem­
ber or firm to have $1 million of protec­
tion in excess of the primary insurance 
(from any underwriter).
Members may wish to consider the ad­
visability of purchasing all of this pro­
tection. Recent developments point to 
increasing difficulties both as to fre­
quency and severity of liability claims 
against professionals.
So far, roughly one-half of the partici­
pants in the program have chosen Elec­
tion B (the higher of the two elections of 
limit of liability under the primary plan) 
together with the excess plan. Also of in­
terest is the fact that about one-third of 
the participants have never before car­
ried any similar coverage.
Members desiring additional information 
should write to Joseph V. Bencivenga, 
manager of auditing procedure at the 
Institute.
Benevolent fund in time of need
The American Institute Benevolent Fund, 
which this month is making an appeal to all 
members, has been filling a worthwhile need in 
the profession for many years. In going about its 
work quietly, the fund may have escaped the 
notice of some members and so it seems appro­
priate to point out from time to time that the 
fund has been a principal source of comfort for 
a growing number of members, former members, 
their families and, in some cases, their survivors, 
who might be faced with financial hardship.
For example, the high costs of intensive medi­
cal care for a member and his wife were met for 
years with a regular monthly payment from the 
fund. In another case, a young widow with small 
children has been receiving the financial help she 
needs to care for the children while she works in 
the daytime. And a young man has been given 
the money he needs to pay the substantial costs 
of a continuing program of medical therapy pre­
scribed for a persistent illness.
At present there are about 20 such cases. The
total payments to beneficiaries may reach as high 
as $25,000 in a single year. It goes without saying 
that behind this amount stand the Institute mem­
bers who make the fund possible.
Particularly effective are members of Council, 
who are called upon from time to time to make 
on-the-scene appraisals of applications for assist­
ance from the fund. And they assist also in a con­
tinuing program of review of existing cases.
For years the fund was supported by contribu­
tions of many members. A few years ago a mem­
ber bequeathed a substantial portion of his estate 
to the fund, doubling the principal. This led the 
trustees to take a more active course in seeking 
out needy members.
Now, annual expenses are exceeding income, 
and new commitments have caused a gradual en­
croachment on the fund principal. For this rea­
son, the trustees have decided to resume the 
practice of former years and seek contributions.
And so members, along with their bills for 
1969-70 dues, are receiving an appeal for help 
for their less fortunate colleagues.
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Joan Fitzgerald, membership records supervisor, at work in the cabinets of the old 
membership filing system at the Institute.
Computer comes to Institute
Over the summer the Institute has been proc­
essing its membership record filing system onto 
computer tape for use in the newly installed 
Honeywell 200 computer. College girls on sum­
mer vacation were employed to make the pains­
taking transition from the existing files onto 
coded sheets. These in turn were put onto 
punched cards and from there recorded on the 
computer tape. Data Processing M anager
Michael O’Driscoll said that the five-tape unit 
is capable of storing membership and other data 
on a 24,000 character memory core. Subscription 
files for Institute publications are to be put on the 
tape. The computer will be used also for order 
processing and to assist in grading parts of the 
Uniform CPA Examination. These pictures show 
the steps in the conversion from the old files to 
the new tape.
R osann Tirisacco Jenny Franzolino
Susan D’Andrea
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Maryann Ackerson, a college student in New Jersey, 
at Institute for summer.
Ha l Olson, (l.) a computer installer, and Michael 
O ’Driscoll, AICPA data processing manager, wrestle 
with an installation problem in the early stages of the 
Institute’s acquisition of computer capability.
Patsy Franzolino works at transferring membership 
data.
Jean Kilpatrick and the computer tape which re­
corded the girls’ written instructions.
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Management Services magazine opens forum for readers' problems
The September-October issue of Man­
agement Services magazine, an AICPA 
publication, offers something new to its 
readers— a department entitled Man­
agement Services Forum, which answers 
questions of a practical nature put to it 
by the magazine’s readers. It works this 
way:
• Readers send to the editorial depart­
ment questions about any phase of their 
practices— on practice management, in­
formation development and utilization, 
computer selection and applications, or 
client relationships.
• The editors send the letters, with the 
identities of the correspondents kept 
completely anonymous, to a panel of 
leading management services personnel 
from several public accounting firms who 
have agreed to answer such questions in 
terms of their own particular specialties.
•  Replies are sent to the editorial of­
fice.
Questions and answers of general inter­
est will be printed in the new department, 
while the replies to questions of a more 
restricted nature will be sent directly to 
the correspondents.
In the new Forum in the September- 
October issue, an operations manager 
asks about on-the-job training of super­
visory personnel in a computer installa­
tion. The reply answers specific questions 
but also cautions the manager— and the 
reader with similar problems— that 
"management may do well to study not 
only the specific methods of training 
supervisors but also the relationship of 
the computer installation to the overall 
management process of the organiza­
tion.”
Management Education Portfolio individual 
study program is added to PD offerings
Management and the Computer and Market­
ing Management— the first two in the series of 
individual study programs known as the Man­
agement Education Portfolio — are now being 
offered to members by the Institute’s professional 
development division. The Portfolio has been 
prepared by Education for Management, Inc., a 
professional consulting organization specializing 
in management education programs.
Each series includes five integrated courses 
which cover the elements of a graduate business 
school curriculum. Each course is a self-contained 
unit including text materials, programed case 
studies, examination case materials and an ex­
amination marking and evaluation service. Cer­
tificates of completion will be awarded to those 
participants who have submitted a satisfactory 
written case analysis. Although the courses are 
available individually, they have been carefully 
structured to form a complete educational pack­
age when taken in a series.
The courses included in the Management and 
the Computer series are: Computer Basics for
Management; EDP Feasibility Analysis; Man­
aging the Human Element in EDP; Management 
Information Systems; and Quantitative Aids for 
Decision-Making.
The Marketing Management series covers the 
following courses: The Marketing Mix; Adver­
tising—Design, Use, Evaluation; Sales Manage­
ment; Marketing Research— Strategy and Tech­
niques; and Marketing and the Computer.
Each course requires approximately 12 hours 
for study and 3 hours for the written analysis of 
the examination case. The five-course program 
requires approximately 75 hours.
The Management Education Portfolio offers 
systematized individual study programs in nine 
areas of business. The remaining seven areas— 
Managerial Control and Finance, General Man­
agement Skills, Production Management, The 
Control Function, Organizational Behavior, Bus­
iness Policy, and International Business—will be 
offered to Institute members in the future.
The price for each complete series of five 
courses is $160. Each individual course is $40. 
For group rates and other information, write the 
Institute’s professional development division.
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Pilot presentation of PD Computer Concepts 
course uses audio/visual techniques
Approximately 55 accountants from industry 
and public practice attended the five-day pilot 
presentation of a new AICPA professional de­
velopment course— Computer Concepts—held in 
New York City August 3-8. The course, the first 
of two computer courses developed by the Cana­
dian Institute of Chartered Accountants, employs 
audio/visual techniques.
The course lectures are presented on video 
tape and then reinforced by classroom discussion 
and problem-solving supervised by qualified per­
sonnel.
During three evening sessions of the pilot of­
fering, the participants ran, on IBM S/360 model 
30, 40 and 50 computers, the programs which 
they had written during class sessions. They were 
encouraged to keypunch their program changes, 
load cards and, in general, learn to operate the 
computer.
In their appraisals of the presentation, the 
participants said the course was "very good” and 
that the hands-on experience was essential to 
emphasize the concepts presented in the class­
room.
Control and Audit of EDP Systems, the second 
computer course of the series, will be presented 
in New York City November 9-14. This course 
is designed for the accountant who has acquired 
a basic knowledge of computers either through 
participation in Course 1 or the equivalent educa­
tion and experience. Additional information may 
be obtained from the AICPA’s professional de­
velopment division.
The professional development program 
for fall and winter
This fall and winter 16 of the Institute’s pro­
fessional development programs will be pre­
sented in nearly 60 locations across the country. 
From early October to mid-January CPAs inter­
ested in continuing education courses will have 
the opportunity to make selections from the fol­
lowing list of programs. A catalogue of sites and 
locations and explanatory material about each 
course will be mailed to members in the near 
future.
Additional information may be obtained from 
the Institute’s PD division.
WORKSHOP O N  INDIVIDUAL
INCOME TAX RETURNS $55
Cleveland, Ohio Oct. 9-10
Denver, Colo. Oct. 16-17
Salt Lake City, Utah Oct. 30-31
Winter Park, Fla. Nov. 7-8
Newark, N. J. Nov. 10-11
Chicago, Ill. Nov. 10-11
Oklahoma City, Okla. Nov. 12-13
Alexandria, Va. Nov. 17-18
Topeka, Kan. Dec. 2-3
Philadelphia, Pa. Dec. 5-6
Birmingham, Ala. Dec. 8-9
Dallas, Texas Dec. 10-11
Milwaukee, Wis. Dec. 11-12
Des Moines, Iowa Dec. 15-16
Los Angeles, Calif. Dec. 15-16
San Francisco, Calif. Dec. 18-19
Seattle, Wash. Dec. 18-19
Atlanta, Ga. Jan. 8-9, 1970
TAX RESEARCH METHODS
AND TECHNIQUES $110
New Orleans, La. Oct. 28-29
Washington, D. C. Nov. 13-14
Salt Lake City, Utah Nov. 20-21
New York, N. Y. Jan. 19-20, 1970
WORKSHOP O N  CORPORATE
INCOME TAX RETURNS $55
Newark, N. J. Oct. 13-14
Louisville, Ky. Oct. 24-25
Atlanta, Ga. Nov. 13-14
Des Moines, Iowa Nov. 20-21
Topeka, Kan. Dec. 4-5
TAX LECTURE SERIES $35 per day
1st day— New Developments 
2nd day— Technical Sessions
Chicago, Ill. Oct. 16-17
Washington, D. C. Nov. 24-25
EFFECTIVE C OM M UNICATIO N $100
Pittsburgh, Pa. Nov. 20-21
FILINGS WITH THE SEC $110
Portland, Ore. Nov. 3-4
Philadelphia, Pa. Nov. 24-25
Denver, Colo. Dec. 4-5
Washington, D. C. Dec. 15-16
New York, N. Y. Dec. 16-17
16
HOSPITAL ACCOUNTING AN D  
MEDICARE AUDITS
Nashville, Tenn.
New York, N. Y.
($45— meals not included) 
St. Paul, Minn.
STAFF TRAINING PROGRAM —  
LEVEL II 
Atlanta, G a .
Oklahoma City, Okla.
“G O IN G  PUBLIC”
Cleveland, Ohio 
Houston, Texas 
San Francisco, Calif. 
Atlanta, G a.
$60
Oct. 20-21 
Nov. 13-14
Dec. 11-12
$300 
Oct. 19-25 
Dec. 7-13
$65 
Oct. 24 
Nov. 24 
Dec. 29 
Jan. 19, 1970
Boston, Mass. 
Dayton, Ohio
Nov. 6-7 
Dec. 4-5
STAFF TRAINING PROGRAM — LEVEL III 
GENERAL PRACTICE $300
Zion, Ill. Nov. 17-22
Williamsburg, Va. Nov. 30-Dec. 6
SELECTING A N  EDP SERVICE CENTER $140 
Rochester, N . Y. Oct. 17-18
SYSTEM W ORKSHOP FOR ACCOUNTANTS  $110 
Scottsdale, Ariz. Oct. 17-18
Los Angeles, Calif. Oct. 27-28
New York, N . Y. Dec. 1 -2
St. Louis, Mo. Dec. 8-9
STAFF TRAINING PRO GRAM — LEVEL III 
TAXATION  $300
Denver, Colo. Nov. 10-15
COMPUTER CONCEPTS 
Washington, D. C. 
Chicago, Ill.
$300 
Oct. 27-31 
Dec. 1-5
CONTROL A N D  AUDIT OF EDP SYSTEMS $250 
New York, N . Y. Nov. 9-14
FUNDAMENTALS A N D  APPLICATIONS OF 
PROBABILITY A N D  STATISTICS $275
Athens, G a . Nov. 9-14
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Richard Austin, CPA, wins primary contest for Detroit mayor
Emerging victorious in the September 9, 1969, bipartisan primary race for 
mayor of Detroit, CPA Richard H. Austin, senior partner of Austin, Washing­
ton and Davenport in Detroit, topped a field of 29 mayoral candidates and will 
face the primary’s runner-up, Sheriff Roman Gribbs, in the general election in 
November.
At present Mr. Austin is serving an elective office on the three-man board of 
auditors for Michigan’s Wayne County, the third largest county in the United 
States. The board is responsible for centralizing the county’s financial affairs 
and service activities.
Mr. Austin has been active in the Michigan Association of CPAs and in the 
American Institute and has also been involved in a wide range of civic and 
business projects. Among his past political positions, he was a delegate to the 
Michigan Constitutional Convention in 1961-62, cochairman of the Michigan 
Commission on Legislative Apportionment in 1963-65, and a member of the 
Advisory Group to the U.S. Commissioner of Internal Revenue in 1965. He is 
currently treasurer of the Southeastern Michigan Council of Governments.
Tax division to testify at Senate tax reform hearings
On October 2, the American Institute’s division of federal taxation will testify 
before the Senate Finance Committee on the 366-page tax reform bill (HR 
13270) that was passed by the House of Representatives in August. As this 
issue of The CPA goes to press, the tax division is preparing its comment on a 
number of the proposals under study. A summary of the testimony will appear 
in the November issue of The Journal of Accountancy.
The tax division analyzed the legislative proposals for tax reform and pre­
sented its views at hearings before the House Ways and Means Committee on 
April 1. At that time, the division commented on tax-exempt foundations, 
unrelated business income tax, moving expenses, income averaging, multiple 
surtax exemptions, Subchapter S corporations, farm losses, foreign tax credit, 
and estate and gift tax reform.
2from  the President 
RALPH E . KENT
The shortage of professional personnel
As I have traveled the country this past year 
the No. 1 operating problem of the profession 
has become increasingly evident. It is the sub­
stantial overload of work to which the CPA is 
subjected.
No matter how diligently the practitioner ap­
plies himself, no matter how many nights and 
Saturdays he may work—and Sundays, too, with 
distressing frequency—his backlog is not really 
reduced. Too many CPAs, it seems to me, are 
almost drowning in their work.
While the abundance of work has brought the 
CPA greater financial prosperity than he earlier 
thought possible, three dangers confront us as 
we contemplate the future. Without going into 
detail beyond mere identification, these three 
dangers are:
1. W e will spread ourselves so thin that we 
will become less effective, rather than more, in 
our client-serving capacity.
2. The affluence of our society will erode the 
willingness of CPAs to continually overwork 
themselves, and they will leave the profession for 
less confining endeavors elsewhere.
3. The practice of accounting will be deemed 
too demanding by our students of the 1970s and 
they will reject our recruiters.
When we compound the effects of these three 
dangers with the boom predicted for the economy 
in the decade of the 1970s, and with one other 
factor— the substantial shortage of able college 
students who even now are majoring in account­
ing—we can begin to appreciate how serious our 
personnel problem is.
The quality of the accounting student is also
Editor: Barbara J. Shildneck 
Production Assistant: Ingrid A. Pena
of deep interest to us. In his comments at the 
Institute’s 1969 spring Council meeting—and 
these comments have now been published in the 
September issue of The Journal of Accountancy 
— Sidney Davidson, then the president of the 
American Accounting Association, said to us:
"Eighteen or twenty years ago the accounting 
major on the average stood head and shoulders 
above his fellow students in the undergraduate 
and graduate business schools. Today, in my 
opinion, that superiority of the accounting major 
has largely disappeared.”
Dr. Davidson suggested that accounting had 
lost its earlier attraction as the most intellectually 
challenging subject in the business school cur­
riculum. He described the loss as relative rather 
than absolute, meaning that alternative courses 
of study had in recent years become of greater 
appeal to analytic minds who could formerly 
turn only to accounting for intellectual challenge.
There is no single button which can be pressed, 
no hot line which can be activated, which will 
give us an immediate expansion in the quantity 
of able accounting majors. But some way, some­
how, using all the tools available to us, that quan­
tity must be substantially expanded.
Our problem is indeed a serious one, now at 
the present time, and increasingly so in the years 
immediately ahead. Surely CPAs in practice do 
not seek a long-term continuance of an unreason­
able work load. Possibly of greater importance, 
to each of us individually and to the profession, 
the shortage of professional talent may well turn 
out to be the major inhibiting factor in our abil­
ity to meet the foreseeable requirements and the 
opportunities of the 1970s.
And now, the deck must be cleared for a new 
officer team. Headed by Lou Kessler, a dedicated 
and able professional with a long record of serv­
ice to the Institute, we look forward with confi­
dence to the exciting events of the future. It was 
"Satchel” Paige who warned us not to look back 
because "something may be gaining on you.” We 
do so, only briefly, to express our appreciation for 
the opportunity you gave the 1969 group of offi­
cers to serve you in this, the 82nd year of the 
Institute.
The CPA, October 1969. Published monthly, except July- 
August when bimonthly, for membership of the AICPA, Inc. 
Vol. 49, No. 9. Publication and editorial office: 666 Fifth 
Ave., New York, N. V. 10019. Second-class postage paid at 
New York, N. Y.
3AICPA membership is booming
On August 31, 1969, the American Institute’s 
admissions and membership promotion staff 
stopped totting up the number of new members 
admitted long enough to record 69,225 as the 
official AICPA membership total at the 1969 
fiscal year-end. A record-breaking 5,108 new ap­
plicants were admitted last year, 103 more than 
the 1968 record figure. Furthermore, the volume 
of applications received and processed by the 
Institute in 1969— a total of 5,497—was an in­
crease of 628 over last year’s record 4,869.
In short, AICPA membership is booming, and, 
as Richard C. Rea, partner of Rea & Associates 
in New Philadelphia, Ohio, has projected in his 
graph (at right) depicting the trend of member­
ship growth, by 1974 the AICPA should have
95,000 to 100,000 members. If this extrapola­
tion holds true, the Institute will have nearly 
doubled its size in a decade; 1964 marked the 
admission of AICPA’s 50,000th member.
Growth Trend of AICPA Membership
baaed on actual figures for 1946-1969
{in thousands)
AICPA is represented on OMBE advisory council
Two members of the Institute and an AICPA 
staff executive have been named by President 
Nixon to the Advisory Council for Minority 
Enterprises, a program of the Commerce Depart­
ment’s Office of Minority Business Enterprise 
(OM BE). CPAs Herman W . Bevis, retired 
senior partner of Price Waterhouse & Co., and 
Robert Beyer, managing partner of Touche Ross 
& Co., both of New York City, and AICPA 
Administrative Vice President John Lawler join 
the 63-member group of national leaders from 
industry, labor, business, the professions, educa­
tion and religion and of spokesmen for the 
minorities.
As explained in the September 1969 OMBE 
Outlook, a publication of the Department of 
Commerce, the council "of outstanding private 
citizens” was created to help OMBE fulfill its 
main objective— "to carry out the President's 
pledge to give racial minorities in this country 
membership in the managerial class with busi­
nesses of their own.”
The President appointed Sam E. Wyly, presi­
dent of the University Computing Company of 
Dallas, to be chairman of the council. Mr. Wyly
is chairman of the Sam Wyly Foundation, which 
has taken an active role in minority economic 
development in Texas.
Vice chairman of the council is Berkeley G. 
Burrell, president of the National Business 
League, an association of black businessmen 
which promotes entrepreneurship among min­
ority citizens.
The council is comprised of prominent blacks, 
Indians, Mexican-Americans and Puerto Ricans, 
such as The Reverend Leon H. Sullivan (the 
black pastor of the Zion Baptist Church in Phila­
delphia who is founder and chairman of that 
city’s Opportunities Industrialization Center) 
and executives from the business community, 
such as James M. Roche (chairman of General 
Motors Corporation in Detroit), Donald M. 
Graham (chairman of Continental Illinois Na­
tional Bank and Trust Company in Chicago), 
and Paul D. Grady (chairman of Nationwide 
Life Insurance Company in Columbus).
Secretary of Commerce Maurice H. Stans de­
scribed OMBE’s task as "co-ordinating, stimulat­
ing and activating the government sector and the 
private sector” in helping minority enterprise.
4from the Executive Vice President 
LEONARD M. SAVOIE
Something for the ladies
I suppose most people want to have their work 
understood, if only so it may be appreciated. Cer­
tainly this is true of CPAs. But accountants are 
likely to feel, with justification, that their work 
is not so readily understood by others as, say, the 
work of engineers, architects or physicians. The 
material of accountancy is not so tangible as ma­
chines and buildings and patients.
Accordingly, when I spoke not long ago at a 
dinner meeting attended not only by CPAs but 
by many of their wives, I decided to use the occa­
sion to sketch for the ladies what I hoped might 
be a new picture of their husbands’ work.
Of course, the wives of CPAs already know 
that their husbands have clients for whom they 
perform services having to do with taxes, costs, 
inventories, and financial statements to stock­
holders.
But all this may seem to the ladies rather ab­
stract. Apart from enabling a CPA to meet his 
mortgage payments, feed and clothe his family, 
keep the car running, and send the children to 
school, what does all this activity really add up 
to? Why, basically, does anyone need a CPA?
To answer these questions I drew an analogy 
with something which we are all very much 
aware of these days, something whose imple­
ments are very tangible—namely, space travel.
No doubt all of us, sitting before our television 
sets, have experienced vicarious tension as one 
of those towering rockets blasted off in flame and 
smoke from its launching pad. W e have watched 
in fascination the telecasts that the astronauts 
have beamed back from their flights. W e have 
seen the men moving weightlessly inside the 
spacecraft and— even more exciting—watched 
our astronauts walk on the surface of the moon. 
We have seen our own earth in color as no one 
ever viewed it before the space age.
Those of us who are not physicists or engi­
neers can have only the faintest comprehension 
of the equipment that makes such a flight possi­
ble. Even as laymen, however, we know that a 
spacecraft is crammed with instruments for sens­
ing conditions inside the vehicle itself and in out­
side space.
I understand, for example, that there is a sen­
sor device which fixes on some distant star, bil­
lions of miles away, and if a spacecraft deviates 
from its proper course, the sensor detects the 
change of position in relation to the star and 
automatically transmits impulses to small maneu­
vering rockets on the outside of the craft so that 
they fire for just the right length of time to keep 
the craft on target.
During Apollo 11 the thrill and excitement 
was world-wide when the Eagle, carrying Neil 
Armstrong and Buzz Aldrin, lifted off the surface 
of the moon for its rendezvous with the command 
module.
The moment when the engine ignited for the 
voyage home was crucial. The rocket to enable 
the astronauts to break out of the moon’s gravity 
and head for earth was timed to a split second; 
its thrust had to be precise to an eyelash.
If the timing had been off or if the power of 
the rocket had been wrong, the astronauts would 
have continued circling the moon or hurtled out 
into the reaches of space.
What has all this to do with accounting? Just 
this. The successes of the Apollos to date are 
more than the result of human bravery and dar­
ing alone. They are the product also of control 
exercised by vast arrays of equipment on the 
ground and in the spacecraft—instruments to 
sense position, analyze data and activate devices 
to make necessary adjustments.
These sensors and automatic devices are many 
times more delicate and precise than unaided 
human senses and muscles. They detect potential 
danger before it can be perceived by the human 
brain. They direct the corrective actions neces­
sary to a mission’s success.
Like any analogy, this one does not represent 
a complete parallel, but I do not think it is 
stretching a comparison unduly to point out that 
accountancy is a body of concepts and methods 
which, broadly speaking, make possible systems 
of sensors and control devices in organizations. 
Such systems are meant ( continued on page 11)
What problems did accountants have to overcome 
in their rise to professional status?
THE RISE OF THE 
ACCOUNTING PROFESSION
Volume 1: From Technician to Professional
1896-1936
BY JOHN L. CAREY
Every CPA with a sense of professional interest and pride can look 
forward to hours of enjoyment from the first volume of John Carey’s 
The Rise of the Accounting Profession. Just published, the book merits 
the attention of all members of the American Institute.
What was the practice of accounting like 70 years ago? What eco­
nomic, social and governmental forces helped shape the profession 
during its formative years in the United States? How did CPAs— assisted 
by effective organization and guided by outstanding leaders— meet 
challenges with superior performance and creative imagination to be­
come today’s only true profession in the field of finance and manage­
ment?
You will find the story a fascinating and exciting one and it is made 
all the more so by Mr. Carey’s unique familiarity with the subject and 
his easy-to-read style.
In addition to being enjoyable reading, The Rise of the Accounting 
Profession will give you a well-deserved sense of pride as you learn how 
your professional forebears achieved the respected position which you 
and your colleagues are helping to maintain and enhance today.
And accounting firms will want to consider ordering copies for 
members of their staffs— particularly the younger ones— who are cer­
tain to profit from a greater awareness of what has gone into the devel­
opment of their profession.
CLOTH BOUND 387 PAGES
DISCOUNT PRICE TO AICPA MEMBERS $6.00
SEE REVERSE SIDE FOR CONTENT HIGHLIGHTS 
AND DISCOUNT ORDER FORM
THE RISE OF THE A C C O U N T I N G  P R O F E S S IO N
Volume 1— From Technician to Professional: 1896-1936
BY JOHN L. CAREY
Highlights from the Table of Contents
Present, Past and Future 
How It All Began
Accounting Practice at the Turn of the Century 
The First “National” Association 
The Impact of the Federal Government 
Emerging Professional Standards 
Education and CPA Standards 
A Radical New Approach 
New Challenges
The Drive for Better Financial Reporting
Government Intervention in Accounting
The Burgeoning Tax Practice
Ethics and Self-Discipline
The Courts Begin to Take Notice
Developing Standards of Competence
Regulation Under State Law
Relations With the Outer World
Incidental Intelligence
The Great Schism
The Profession Is Reunited
DISCOUNT ORDER FORM— FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y . 10019
Gentlemen: Please send, postpaid,_________ copies of T he R ise of the
A ccounting Profession : Volume 1 (0510/1) at the AICPA member 
discount price of $6.00 each.
MEMBER’S NAM E____________________________________________________________
FIRM __________________________________________________________________________
(if part of mailing address)
ADDRESS______________________________________________________________________
CITY_________________________________STATE_____________ ZIP_________________
(Please add 6 percent sales tax in New York City. Elsewhere in 
New York State, add 3 percent state tax plus local tax if applicable.)
Meeting a special challenge to today's auditors—
MEDICARE AUDIT GUIDE
This newest audit guide will greatly assist the independent auditor who 
examines and reports on statements of reimbursable costs under the Medi­
care program. Its practical advice applies to such audits whether they are 
performed for a government representative or for a client who provides 
Medicare services (hospital, nursing service, etc.).
The concise text concentrates on the unusual problems inherent in 
Medicare audits. It carefully points out and explains the special factors to 
be considered in the areas of internal control, cost statements, expenses, 
revenues and balance sheet accounts. Particular emphasis is given to the 
importance of using reliable cost-finding statistics. A concluding chapter 
gives examples of approved wording of auditor’s reports to be used under 
various circumstances.
While not intended as a legal guide to Medicare, this authoritative book­
let refers to existing laws and regulations wherever necessary. As prepared 
by the Committee on Health Care Institutions, this guide will also prove 
useful in auditing similar types of cost reimbursement contracts— at any 
level of government. 52 pages. $2.00
Other Industry Audit Guides Are Described on Next Page
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send me................copies of M ed icare  A u d it Guide (0122)
at $2.00 postpaid. Payment is enclosed.*
Also send these earlier Industry Audit Guides at $2.00 each.
Audits of Personal Financial State­
ments (0131)
Audits of Construction Contractors 
(0106)
Audits of Voluntary Health and 
Welfare Organizations (0130)
Audits of Banks (0111)
Audits of Savings and Loan Associ­
ations (0125)
Audits of Fire and Casualty Insur­
ance Companies (0121)
Audits of Brokers or Dealers in Se­
curities (0120)
Binder for Industry Audit Guides (0110) at $3.50.
MEMBER’S NAME____________________________________________________________
FIRM_________________________________________________________________________
(if part of mailing address)
ADDRESS_____________________________________________________________________
CITY____________________________ STATE________________________ZIP__________
*AICPA Member Discount— Institute members may deduct a 20 percent 
discount from prices shown above if book order totals $2.50 or more.
(Please add 6 percent sales tax in New York City. Elsewhere in 
New York State, add 3 percent state tax plus local tax is applicable.)
Earlier Industry Audit Guides Available
These guides have been developed to provide the independent auditor 
with essential background information as well as reliable guidelines which 
may be followed in the course of specific industry engagements.
Each guide describes the distinctive characteristics of the industry or 
organization, demonstrates actual auditing procedures, and considers 
unusual problems that may be encountered. Special features of each study 
are described below. Use member’s order form on previous page.
EACH STUDY $2.00 SPECIAL POST BINDER $3.50
Audits of Personal Financial Statements
Offers recommendations on the form and content of personal financial state­
ments and the presentation of certain information. Also suggests disclosures to 
be made and examines the unique aspects of auditing and reporting for such 
statements. Ample illustrations are included. 25 pages.
Audits of Banks
Discusses and makes recommendations on the accounting principles and 
problems involved in bank audits. Includes advice on audit planning, treatment 
of special accounts, implications of trust operations, governmental restrictions 
and director’s requirements. Illustrative forms are given. 172 pages.
Audits of Construction Contractors
Consolidates two earlier studies, Auditing in the Construction Industry and 
Generally Accepted Accounting Principles for Contractors. Includes a new 
section of illustrated financial statements and examples of the wording of 
auditor’s reports. 102 pages.
Audits of Voluntary Health and Welfare Organizations
Considers such problems as internal control over cash donations, segregation 
of fund-raising expenses from other expenses, evaluating the character of inter­
fund transactions, and what procedures to follow in the case of “investment 
pools”. 72 pages.
Audits of Savings and Loan Associations
Considers audit problems in the light of the special needs of management, the 
investing public, and the supervisory authorities. Includes an extensive appendix 
covering regulations and a chart of accounts. 78 pages.
Audits of Fire and Casualty Insurance Companies
Discusses regulation and its effects on policies and practices; accounting and 
record keeping; prescribed financial reporting principles and practices and their 
variances; basic forms of financial statements; and the auditor’s report. 84 pages.
Audits of Brokers or Dealers in Securities
Deals with such special problems as the review of safeguard procedures for 
securities, and compliance with prescribed regulations for independent audits 
of financial statements. Also describes the accounting records used and covers 
the scope of examination and the forms of reports. 71 pages.
9AICPA issues wide range of publications
This fall AICPA members will see some re­
sults of the Institute’s expanding publications 
program with the issuance of a variety of books 
and pamphlets whose subjects deal with many 
aspects of accounting—management services, ac­
counting education, extractive industries, recruit­
ing, the auditor’s report and taxes.
Following are brief descriptions of some of 
these publications. Dates given in parentheses 
refer to the expected month of publication.
Technical series
Bulletins in three of the Institute’s series on 
technical subjects will have been published by 
early December. They are:
Statement on Auditing Procedure No. 41: 
"Subsequent Discovery of Pacts Existing at the 
Date of the Auditor’s Report,” issued by the com­
mittee on auditing procedure (October). This 
Statement establishes the procedures the auditor 
should follow when, after he has submitted his 
report on a set of financial statements, he be­
comes aware of certain facts—which existed at 
the date of his report but of which he had no 
prior knowledge— that might have affected his 
report had he been aware of such facts when he 
was preparing his report. This Statement will be 
reprinted in an early issue of The Journal of 
Accountancy.
Statement on Management Advisory Services 
No. 3 : "Role in Management Advisory Services 
issued by the committee on management services 
(October). This Statement sets forth the princi­
ples for determining the appropriate role AICPA 
members should assume when they undertake 
various types of management advisory services 
engagements. The full text of the Statement will 
appear in an early issue of The Journal.
Accounting Research Study No. 1 1 :" Financial 
Reporting in the Extractive Industries,” by 
Robert E. Field (November). The author finds 
that discovering and extracting irreplaceable 
natural resources create diverse accounting prob­
lems not encountered in other industries. The 
emphasis in the study, however, is on the basic 
similarities among the various extractive indus­
tries and between the extractive and other indus­
tries. Mr. Field analyzes the accounting problems 
of the extractive industries as problems common 
to all of the industries included in that category
and proposes solutions that apply equally to all 
extractive industries. In developing the proposed 
solutions, the author keeps within the framework 
of basic accounting concepts and generally ac­
cepted accounting principles while developing 
new insights for the application of these concepts 
and principles to particularly difficult accounting 
problems. One insight of major significance to 
the analysis underlying the recommendations of 
the study is the author’s treatment of natural 
resources as being more similar to inventories 
than to plant and equipment.
The 19 recommendations proposed in the 
study would, according to the author, "narrow 
alternative accounting practices in the extractive 
industries to those which differ only because the 
essential circumstances differ.” The summary 
chapter from this study will appear in the No­
vember Journal.
Special educational project
A Statistical Survey of Accounting Education,
1967-68, by Doyle Z. Williams (November). 
The purpose of this study is to identify certain 
human and economic aspects of accounting edu­
cation and to present a comprehensive profile of 
collegiate accounting education for accounting 
educators, practitioners and others interested in 
advancing the academic preparation of those 
entering professional accounting careers. Data 
were obtained from the Accounting Education 
Survey project, a joint effort of the AICPA and 
many state societies. The study describes selected 
characteristics of accounting education in junior, 
senior and graduate institutions; the types of in­
stitutions which offer accounting programs; a 
profile of accounting faculty, including their ed­
ucational backgrounds, salaries and teaching 
loads; and the extent of selected types of financial 
support for accounting education. Quantitative 
data about accounting students and curriculums 
are also presented.
Taxes
Working With the Revenue Code— 1969, ed­
ited by Paul Farber (December). A practical 
guide which describes how tax accountants have 
been handling the more difficult provisions of the 
Revenue Code as they apply to actual business 
and personal tax situations. The items are drawn 
from The Journal’s Taxation department.
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Seminar for financial writers to be held in November
The latest in the Institute's continuing pro­
gram of seminars for newspaper and 
magazine financial writers will be held 
November 13-14, 1969, at The Drake 
Oak Brook Hotel in Oak Brook, Illinois, a 
suburb of Chicago.
The seminar has been planned primarily 
for members of the financial press in the 
Midwest and will be moderated by Louis 
M. Kessler, AICPA president-nominee. 
Among the other participants are An­
drew Barr, chief accountant of the Se­
curities and Exchange Commission, Mar­
vin L. Stone, immediate past president of 
the AICPA and partner of Stone, Gray 
and Company in Denver, and Leonard M. 
Savoie, AICPA executive vice president.
Six seminars held in five major cities over 
the last several years have resulted in an 
increasing volume of in-depth writing 
about the work of certified public ac­
countants.
Three CPAs are named to 1969-70 IRS Commissioner's Advisory Group
Three members of the Institute, along with a 
former IRS Commissioner and eight prominent 
accountants, attorneys, executives and educators, 
were recently appointed to IRS Commissioner 
Randolph W. Thrower’s Advisory Group for 
1969-70.
Mr. Thrower, who assumed office last April, 
designated the following CPAs to the group:
• William T. Barnes, chairman of the Insti­
tute’s division of federal taxation and resident 
partner in Washington, D.C., of Lybrand, Ross 
Bros. & Montgomery. He is a past president of 
the District of Columbia Institute of CPAs.
• Norton M. Bedford, professor of account­
ancy and business administration at the Univer­
sity of Illinois and 1969-70 president of the 
American Accounting Association.
• A. Waldo Sowell, Jr., partner of Alexander 
Grant & Company in Atlanta and chairman of the 
AICPA Professional Development Board of 
Managers. He is a past president of the Atlanta 
Estate Planning Council and holds a degree from 
the Woodrow Wilson College of Law.
Appointments to the Advisory Group, which 
meets every three months with the Commissioner 
and his staff on matters of tax administration, 
are based on nominations submitted by the 
American Bar Association, the AICPA, the Na­
tional Society of Public Accountants, the Tax 
Executives Institute, the Financial Executives 
Institute, and IRS officials in Washington and 
field offices.
In describing the group, Mr. Thrower ex­
plained that each member has had experience 
that can be very helpful to the IRS. "Past groups
have shown an awareness of taxpayer problems 
in relation to our operations and have offered the 
IRS constructive criticism and many helpful rec­
ommendations. Many changes in IRS policies 
and procedures in recent years stem from Advis­
ory Group actions.”
Other members comprising the body include:
• Sheldon S. Cohen—who is Mr. Thrower’s 
predecessor as Commissioner—of the law firm of 
Cohen and Uretz in Washington, D.C.
• Donald C. Alexander of the law firm of 
Dinsmore, Shohl, Barrett, Coates and Deupres in 
Cincinnati.
• John Keith Butters, educator and economist 
at the Harvard Graduate School of Business Ad­
ministration in Boston.
• F. Cleveland Hedrick, Jr., of the law firm of 
Hedrick & Lane in Washington, D.C.
• William M. Home, Jr., president of the Tax 
Executives Institute, Inc., in Washington, D.C. 
and vice president of Commercial Credit Co., 
Baltimore, Md.
• Walter L. Kidd, director of taxes for the 
American Telephone and Telegraph Co., in New 
York.
• Jeff Blair McIlroy, public accountant of 
Little Rock, Arkansas, and past president of the 
National Society of Public Accountants.
• Maurice E. Stark of the law firm of Stark 
and Crumley in Fort Dodge, Iowa.
• Arthur B. Willis, senior partner of the law 
firm of Willis, Butler & Scheifly in Los Angeles.
Members of the Advisory Group serve without 
compensation for one-year terms.
11
Institutional ad campaign boasts several 
firsts—in ads, audiences and approach
In October and November the AICPA’s two 
new institutional recruiting ads emphasizing the 
variety of fields open to the CPA will be pub­
lished in newspapers of 40 colleges across the 
country. The dual purposes of the campaign are 
to acquaint college students with the nature of 
the accounting profession and to get them in­
terested in accounting as a career.
One new headline reads "Show biz? Ad biz? 
Aerospace? A CPA can be in all of them.” The 
copy explains that "the CPA has become a key 
man in virtually every type of enterprise. Why? 
Because financial and business affairs require 
keen minds to come up with new concepts in fact- 
gathering, problem-solving and communicating 
economic information.”
The second new ad banner says "The CPA: 
he’s where it’s at.” In the text, the CPA is 
described as the man everybody wants to have 
around "when there’s a tough business decision 
to be made. . . . His advice often makes the dif­
ference between success and failure.”
Both go on to describe the qualities the CPA 
should have and the opportunities available to 
him.
Two colleges have been selected for an ex­
perimental "intensive test campaign.” The Uni­
versity of California at Berkeley and the Univer­
sity of Florida will run a series of six ads (the 
two new ones plus four used last year) so the 
Institute can determine the effects of multiple 
exposure.
In addition, a new program, stemming from 
the Council’s resolution to integrate the profes­
sion "in fact as well as in ideal” ( The CPA, 
June69, p-15), will be launched this year at 13 
predominantly black colleges. The AICPA will 
co-ordinate the appearance of a specially pre­
pared ad titled "Where are the black CPAs?” 
with visits to each campus by task forces of the 
AICPA committee on recruitment from disad­
vantaged groups.
The Institute has also prepared a new ad head­
lined "Hung up about your future?” especially 
for high school students. The ad, which gives 
a broader description of the profession than the 
ads prepared for college students, will be pub­
lished in The New York Times Student Weekly. 
This publication has 305,000 high school student
subscribers, 85 per cent of whom are seniors.
Another "first” for this year’s program is the 
placement of an ad in the east central region 
student edition of Time magazine, which goes 
to 185,000 college students.
Both the new ads and the ones used last year 
are available to state CPA societies for supple­
mental coverage. The Illinois and Louisiana 
societies have already made plans to place ads 
in the papers of the colleges in their states.
New AICPA committee on business 
opportunities plans program
On August 2 6 , 1969, the newly created AICPA 
committee on business opportunities, which was 
established at the suggestion of Secretary of 
Commerce Maurice H. Stans, held its first meet­
ing in Washington, D.C., to discuss programs 
that would implement its principal objective— 
encouraging CPAs, through their state societies, 
to help business enterprise.
The committee decided that it would best meet 
its goal by encouraging state societies to under­
take and to publicize the success of the following 
two types of programs:
• Giving assistance to small businesses.
• Obtaining jobs in CPA firms for high school 
students and, when appropriate, offering finan­
cial aid to these students for additional education 
and training.
The committee will prepare a model program 
with alternatives which will be sent to each state 
society and will offer additional encouragement 
and assistance to state society committees.
Savoie ( from page 4 )
to reveal weaknesses or dangers which might 
otherwise go unnoticed until too late. They offer 
means for guiding an organization on the course 
desired.
I told the ladies to whom I spoke at that 
dinner that although their husbands’ work is not 
so dramatic and fraught with personal danger as 
that of our astronauts, it is essential to modern 
society.
Surely, to the men and women in it, account­
ancy is a satisfying and often exciting discipline. 
And its horizons are widening constantly.
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Members are surveyed 
on internal revenue administration
A random survey of the American Institute 
membership is currently being conducted by the 
division of federal taxation to determine if mem­
bers are having problems with current practices 
and procedures of internal revenue administra­
tion and, if so, what these problems are. Once the 
problem areas have been defined and analyzed, 
the tax division will recommend suggested 
changes to officials of the Internal Revenue 
Service.
The 18-page questionnaire was mailed early 
in September with the request that it be returned, 
unsigned, by September 30.
Members surveyed evaluated the field and of­
fice audit, the District and Appellate Conference 
procedure, computer-generated notices, exten­
sions of filing time and a number of other aspects 
of tax administration.
William T. Barnes, chairman of the tax divi­
sion, explained in a letter accompanying the 
questionnaire that in recent years radical changes 
have been made in the administration of the U.S. 
tax laws. The "most profound change with the 
widest impact” is the use of electronic data proc-
May CPA exam sets two records
For the May 1969 Uniform CPA Examin­
ation a total of 17,958 candidates wrote 
all or part of the examination, a total of 
64,128 papers. Both totals are record 
highs for a May examination.
The honor roll states— those states with 
passing percentages at or greater than 
the national passing percentage for all 
parts of the examination— are Arizona, 
Colorado, Illinois, Iowa, Minnesota, Mis­
souri, North Dakota, Ohio, Oklahoma, 
Texas, Virginia, Wisconsin and W y­
oming.
essing, he said, "but there have also been techni­
cal changes in the various administrative levels 
of the Internal Revenue Service and announced 
changes in attitude concerning the fair and com­
petent conduct of tax examinations.”
The tax division intends to publish the results 
of the survey in summary form at a future date.
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AICPA 82nd annual meeting
Last month in Los Angeles, at the closing luncheon of one of the best attended 
annual meetings in recent years, Institute members and guests heard Governor 
Ronald Reagan of California call for greater efficiency and economy in govern­
ment. Earlier, Secretary of Commerce Maurice H. Stans, a former AICPA 
president, told of the Administration’s plans to combat inflation and to restore 
a favorable balance of trade. And at a plenary technical session James J. Need­
ham, the first practicing CPA to be named to the Securities and Exchange Com­
mission, discussed the role of the profession in supplying financial information 
to investors.
Additional details on these talks appear in the November issue of The 
Journal of Accountancy.
The session on corporate financial reporting at which Mr. Needham spoke 
also featured George S. Bissell, CPA, immediate past president of the Financial 
Analysts Federation, and Herbert C. Knortz, CPA, senior vice president and 
controller of International Telephone and Telegraph.
In addition, there were technical sessions entitled "Tax Policy as a Social 
and Economic Force,” "EDP and the Accounting Profession,” "Current Con­
siderations in Auditing” and "The Dilemmas of Specialization.”
The social program opened with a reception on Sunday, October 5, at the 
new Los Angeles Music Center. The finale came on Tuesday evening in the 
form of a reception, banquet and dance at the famed Hollywood Palladium, 
where Lawrence Welk and his orchestra provided entertainment.
Over 2,500 members and guests attended the meeting.
Council approves executive committee recommendations
At its meeting in Los Angeles on October 4, Council approved a recommen­
dation by the executive committee for a reappraisal of CPA examination 
standards and procedures. The reappraisal is being conducted by a special 
committee chaired by Herman W. Bevis of New York. Other members of the 
committee are Richard S. Claire of Illinois, Christopher J. Moran of North 
Carolina, Leonard Price of New York and Lorin H. Wilson of California.
In conducting its examination, the Institute group will work with a com­
mittee of the National Association of State Boards of Accountancy in investi­
gating Institute security measures in the preparation of examination material, 
shipment of examination booklets to state boards and custody of the candi­
dates’ papers while being graded. The NASBA committee is concerned 
mainly with the security of state board administrative ( continued on page 4 )
2from  the President 
LOUIS M. KESSLER
"The Rise of the Accounting Profession"
A few weeks ago I told John Carey that for 
my first item in The CPA after the annual meet­
ing in Los Angeles I would write something 
about his new book The Rise of the Accounting 
Profession— the first of a two-volume history of 
the profession in this country. At that time I had 
not seen the book and I did not know what my 
reaction would be. After having eagerly read the 
371 pages, I am glad I made the commitment.
I found it more interesting, for example, than 
The Love Machine. Perhaps that is an indication 
of age or relative interest in subject matter, but 
it is meant as a tribute to a book that I found 
difficult to lay aside during hours when some 
people were watching the Late or the Late Late 
Show.
Ralph Waldo Emerson once wrote, "The use 
of history is to give light to the present hour and 
its duty.” In looking forward to a year as AICPA 
president, I found no better homework than John 
Carey’s book.
This is not intended as a review—you must 
read the book for yourself—but I shall mention 
only three problems or issues that we face today 
and draw briefly on some of the things in the his­
tory book.
The first has to do with our struggles with 
accounting principles and APB pronouncements. 
We find in Chapter 10 (omitted from the con­
densation in the September 1969 Journal of 
Accountancy) these words:
"A constant problem of the accounting pro­
fession lies in the development of procedures to 
keep pace with changing economic conditions . . .  
the whole status of business organizations has
Editor: Barbara J. Shildneck 
Production Assistant: Ingrid A. Pena
changed. Transactions have become complicated 
beyond the conception of the [ earlier] business­
man. . . . [In recent years] there was never a 
pause sufficient to allow a careful scientific de­
vising of methods adequate to meet the changing 
conditions. Any attempt at this found that before 
such rules could be established business had al­
ready devised new complications.. . .  Small won­
der that accountants trying to record the results 
of these transactions should have been puzzled 
to find a logical solution. . . . The accountant. . . 
has been compelled to apply . . .  the fundamental 
bases of accountancy rules to transactions which 
were beyond the contemplation of the business­
man . . .  of a decade before.”
The quotation is something one might expect 
to see in a current article on such subjects as 
"abuses of the pooling concept” or "funny 
money.” Actually it is from a 1932 report of the 
Institute’s president, Charles B. Couchman.
The second relates to a proposal which I threw 
out for consideration at Los Angeles, to the 
National Association of State Boards of Account­
ancy and to the Institute membership, for a na­
tional CPA certificate issued by the Institute and 
licenses to practice issued by the state boards of 
accountancy.
We find this on page 315 of John Carey’s 
book:
"In the abstract, the conception of the new 
Institute [referring to 1916] was sound enough. 
If the profession as a whole had adopted this 
concept in the beginning, there might have been 
no trouble. But when the first CPA law was 
passed in New York in 1896 the die was cast. 
Professional accreditation under state law was 
chosen as an alternative to accreditation by a pri­
vate professional society—a 'qualifying body.’
"This choice was, after all, the American way 
of doing things. Doctors, lawyers and other pro­
fessions were licensed by duly constituted legal 
authorities in their own states. In Great Britain 
and some other countries the accreditation proc­
ess was conducted by authorized professional 
societies.”
The "American way” ( continued on page 10)
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3Lang describes programs for minority group recruiting
The progress made by the committee on re­
cruitment from disadvantaged groups since its 
first meeting last January was outlined for Coun­
cil by the committee’s chairman, Edwin R. Lang. 
The two basic areas on which the committee has 
been concentrating its efforts are (1) communi­
cation to the high school and college students 
about the opportunities available to them within 
the accounting profession and (2) assistance to 
predominantly Negro colleges and universities 
in upgrading their accounting faculties and cu­
riculums.
Regarding the first area, the committee estab­
lished a program of summer internships for 
black students majoring in accounting. The ob­
jectives of the program, Mr. Lang explained, 
were "to present to these students an opportunity 
for exposure to professional accounting through 
actual work experience.”
Mr. Lang stated that the summer internship 
program will be continued next summer. In ad­
dition, the committee is making plans for winter 
internship programs with accounting firms, 
where academic schedules permit.
Other programs planned for the "communica­
tions” area are:
• A series of visits by committee members and 
other practicing CPAs to the predominantly 
Negro colleges and universities for the purpose 
of conducting group sessions with freshmen and 
sophomores who have not yet decided on a major.
• Informal discussions by members of state 
society chapters with high school students from 
the minority groups.
• Talks on minority group recruiting by com­
mittee members before college educators.
Mr. Lang then discussed two of the commit­
tee’s projects for dealing with the second area:
• Approximately five 7- to 10-day seminars 
for black accounting faculty planned for the end 
of next summer. "These seminars would be con­
ducted by some of the top accounting educators 
and practitioners in the country,” he explained, 
and each seminar would be "sort of a ‘quickie’ 
course on the latest in teaching methods and the 
latest developments in the technical aspects of 
our profession.” The American Accounting As­
sociation is co-operating with the Institute in this 
program.
• Providing further educational and work
experience to the black accounting faculty. The 
AICPA committee is working with an AAA 
committee to develop a plan for faculty exchange 
and loan programs.
Mr. Lang concluded with some personal ob­
servations about the problems of integrating the 
profession:
"The overwhelming majority of the members 
of our profession to whom I have talked, the aca­
demic community and the business community 
are enthusiastic about the profession’s involve­
ment in minority group recruitment. I hope, 
though,” he warned, "that I am not giving any 
of you the impression that the programs we have 
established and others which are about to get 
under way are simple; on the contrary, they are 
complex and our work in a number of these 
areas is frustrating.
"I also do not want to leave you with the im­
pression that these programs per se are all we 
need to accomplish the committee’s objective— 
the integration of our profession in fact. The 
success of these programs requires substantial 
co-operation of all members of our profession, 
because, in the end, regardless of the success of 
our programs, the actual recruitment of people 
from disadvantaged groups must come from the 
individual members of the profession.
"There is no doubt in my mind that our objec­
tives will be accomplished but certainly not this 
year or next year, but only after many years of 
concentrated effort on the part of all of us.”
Commerce Secretary Maurice H. Stans and Under 
Secretary of Commerce Larry A. Jobe, CPA. Mr. Jobe, 
at 29, is thought to be among the youngest under 
secretaries to serve in the office.
4Barnes reports on the Tax Reform Act
The chairman of the federal taxation division, 
William T. Barnes, reported to Council on Octo­
ber 4 on the Tax Reform Act of 1969. Describing 
it as "so bewilderingly complex as to boggle 
one’s mind,” Mr. Barnes questioned "whether it 
is truly possible to have simple tax laws when 
one considers the demands our complex society 
places upon the tax system.” Although the goals 
of the proposed tax legislation are to further 
social aims as well as to raise necessary revenues, 
he characterized simplicity as a "desirable goal 
which may be unattainable.”
The real effects of the proposed tax revision 
are not known, Mr. Barnes explained, but "in 
one sweeping action” the Tax Reform Bill would 
influence churches, schools, colleges, and state 
and local governments in addition to corporate 
and individual taxpayers.
"No single individual or group in this country 
likes the Bill in its present form,” he continued.
"It is my personal opinion that it would be in the 
best interests of our tax structure, and thereby 
our nation’s economy, if the Senate Finance Com­
mittee would devote more time to the Bill than 
its present plans call for. Senator Russell Long, 
chairman of the Senate tax group, has set Octo­
ber 31 as a deadline for reporting out a Bill.
"There are too many uncertainties about the 
meaning of specific provisions, and too many 
unknown possible consequences. Time should be 
taken to correct the Bill’s deficiencies and to 
measure the potential economic and social effects. 
Much will be gained and little lost if the Senate 
would deliberate longer on the far-reaching tax 
reform measure.”
The remainder of Mr. Barnes’ report dealt 
with comments and recommendations the AICPA 
presented on October 2 to the Senate Finance 
Committee. This testimony is summarized in the 
Tax Analysis section of the November Journal 
of Accountancy.
Executive committee recommendations ( from page 1) 
procedure. The objectives of the special AICPA 
committee were reported in the September 1969 
CPA (p. 1).
Council also approved these executive com­
mittee actions:
• The addition of an explanatory paragraph 
to the resolution adopted by Council at its spring 
1969 meeting which establishes the characteris­
tics of professional corporations which members 
would be permitted to form if the proposed new 
Rule 4.06 is adopted (The CPA, July-Aug.69, 
pp. 10-11). The characteristics listed in the reso­
lution include a description of liability. This says 
that stockholders of professional corporations 
or associations shall be liable for the acts of a 
corporation or association or its employees "ex­
cept where professional liability insurance is 
carried, or capitalization is maintained, in 
amounts deemed sufficient to offer adequate pro­
tection to the public.”
The new paragraph explains what is meant by 
"adequate protection to the public.” It reads as 
follows: "In a report approved by the Council, 
the executive committee recommended that pro­
fessional liability insurance or capitalization in 
the amount of $50,000 per shareholder/officer
and professional employee to a maximum of 
$2,000,000 would offer adequate protection to 
the public.”
• The approval of a recommendation by the 
tax policy committee that the Institute establish 
an enlarged program for developing well-re- 
searched positions on matters of tax policy ( The 
CPA, Sept.69, p.3).
• The approval of the final report of the ad 
hoc committee on independence (The CPA, 
June69, p .8 ). The full text of the report will be 
published shortly.
California Governor Ronald Reagan addresses an­
nual meeting.
5Olson describes proposed revision of Code of Professional Ethics
Wallace E. Olson, chairman of the committee 
on Code restatement, a constituent committee of 
the professional ethics division, reported to 
Council on the status of the proposed restatement 
of the Code of Professional Ethics.
He said that the Code needed restating be­
cause the practice of public accounting has grown 
in scope and complexity. Certain new develop­
ments have tended to outdate sections of the 
present Code. In addition, it has been argued that 
the Code, which is now a series of negative pro­
scriptions, should express in positive terms the 
level of behavior to which members should as­
pire. Others maintain that ethical concepts 
should be stated in the form of basic principles 
from which a set of enforceable rules can be 
developed. In any event, even if there were no 
shortcomings, it is desirable to evaluate the Code 
periodically to be sure that the profession is meet­
ing its responsibilities to the public.
The committee believes that it is premature to 
expose its current working draft of the new Code, 
because it is still undergoing evolutionary change 
of both wording and substance. The quality of 
the revised Code is of such importance that the 
committee will proceed with caution and take as 
much time as necessary to ensure good results. 
Nevertheless, it believes that it should give a pre­
view of some of its tentative conclusions.
The proposed new Code will consist of several 
sections, the first of which will be a preamble 
designed to inspire members to observe a level 
of conduct above the minimum standards set for 
disciplinary purposes.
The preamble will be followed by a reference 
to an appendix of definitions. This will ensure 
consistency and eliminate lengthy explanations 
in the text of the rules.
Next will come the main body of the Code, 
which will include five statements of ethical 
principles on the following subjects:
1. Independence, Integrity and Objectivity.
2. Technical Standards and Competence.
3. Obligations to Clients.
4. Obligations to Colleagues.
5. General Behavior and Practices.
Underlying these principles will be narrative
sections entitled "Ethical Considerations.” These 
will provide the rationale for the principles and
will guide members on what constitutes a high 
level of conduct.
Then will come the section labeled "Basic 
Rules” or statements of minimum levels of con­
duct. These will constitute the enforceable por­
tion of the Code and will, in most cases, be stated 
in the negative.
The current draft contains 13 basic rules, 
which are in part combinations of the present 
rules and ethics committee opinions. These rules 
will be broad in scope and will presumably re­
quire few changes over the years.
The 13 basic rules consist of one on independ­
ence, two on technical standards and competence, 
one on obligations to clients, two on obligations 
to colleagues and seven on general behavior and 
practice. The following is one such rule, relating 
to the confidential relationship:
"A member shall not violate the confidential 
relationship between himself and his client. 
However, this rule shall not be availed of to 
thwart enforcement of the profession’s codes of 
professional ethics.”
Finally there will be a separate section of 
ethics division "Interpretations” elaborating on 
the basic rules for the guidance of members.
In studying the present rules, the committee 
uncovered several deficiencies. If they are not 
corrected, much of the value of the restatement 
would be lost. As a result, the present draft 
includes several proposed changes in substance.
In the current draft, it is proposed that the 
present rules dealing with technical standards 
be replaced by a single rule requiring compliance 
with generally accepted technical standards pro­
mulgated by the Institute. These are defined as 
pronouncements by senior committees and such 
pronouncements would be included in an appen­
dix. The committee hopes to have a draft of the 
restated Code ready for exposure no later than 
mid-1970.
Mr. Olson’s report concludes as follows: 
"Needless to say there is a long and arduous 
road ahead but the potential benefits of an im­
proved Code of Ethics are well worth all the 
effort and patience and compassion that will be 
required. If a higher level of conduct is the result, 
it can go a long way toward building the pro­
fession’s usefulness to society and blunting the 
criticisms of a discerning public.”
6Outgoing President Kent explores three professional problems
In his valedictory address to members attend­
ing the annual business meeting in Los Angeles 
on October 6, outgoing President Ralph E. Kent 
discussed three significant professional problems 
which will affect the accountant in the 1970s— 
the displacement of accounting firms, the work of 
the Accounting Principles Board and of the com­
mittee on auditing procedure, and the shortage 
of professional personnel.
The ''intraprofessional problem” of displace­
ment of accounting firms refers to the situation 
in which a client of a local (or regional) CPA 
firm sells securities through an underwritten 
public offering, and the underwriter insists on 
replacing the local firm with a national one. 
President Kent recommended the formation of a 
''small but hard-hitting and highly motivated” 
Institute committee of representatives from 
local, regional and national firms to re-examine 
the problem. The committee’s objectives would 
be to:
1. Show investment bankers that local CPA 
firms have the necessary competence and inde­
pendence, and are prepared to undertake the 
legal responsibilities required for filings under 
the Securities Act of 1933.
2. Explore the possibilities of establishing a 
data bank at the Institute which would provide 
the following information to anyone inquiring 
about a CPA firm:
• W hether all partners are CPAs and AICPA  
members; their names, dates of obtaining their 
CPA certificates and of joining the AICPA.
• AICPA committee and officer service of the 
firm’s personnel.
• The firm’s professional conduct record with 
the AICPA.
• Participation by the firm’s personnel in AICPA  
or state society sponsored professional develop­
ment programs.
• Participation by the firm’s personnel as dis­
cussion leaders or speakers at major professional 
gatherings.
• List of publicly held clients of the firm.
• List of clients previously served in filings with 
the SEC or state regulatory authorities.
• Name of the firm’s bank for further reference 
checking.
The second problem, described by President 
Kent as a "technical and public relations prob­
lem,” refers to the public’s increasing demands 
for a higher level of financial statement reliabil­
ity as evidenced by the work of the APB and 
the committee on auditing procedure. As an 
example of the view of "one informed CPA 
regarding the magnitude of the task before the 
profession,” he cited the following five recom­
mendations advanced by former AICPA Presi­
dent Robert Trueblood:
1. Replace the present 18-man volunteer APB 
with a 5- or 7-man full-time fully compensated 
group of the best available CPAs in the U.S.
2. Support the new group with competent 
staff and co-operation from the financial com­
munity and purchased research.
3. Increase the cash outlay by at least ten 
times the present amount.
4. Have the AICPA accept the full responsi­
bility for leadership in financial reporting at all 
levels.
5. Give the new group surveillance over re­
search, objectives, principles and procedures in 
auditing as well as in accounting.
Turning to the third area— "an operating 
problem”— President Kent expressed his concern 
over the shortage of professional personnel (see 
The CPA, Oct.69, p.2). He referred to the posi­
tion paper on personnel, prepared by the 1967-68 
AICPA planning committee, as containing a plan 
of action that should help solve the problem.
The paper, entitled "Attraction of Personnel 
to Public Accounting Firms” and published in 
the June 1969 Journal of Accountancy (pp.57- 
6 1) , presents a short-run plan of action and 
identifies information needed for developing a 
more comprehensive long-range program to 
achieve the objectives of the profession.
CPAs appointed to tax study panel
President Nixon has appointed three Institute 
members to a White House Task Force on Busi­
ness Taxation which will concentrate on long­
term policy recommendations and assist the 
Treasury Department in preparing tax reform 
proposals. The committee of 13 members in­
cludes former Cabinet members, economists and 
academicians. The Institute members are: Ken­
neth Reames of Detroit, B. Kenneth Sanden and 
Don J. Summa, both of New York.
7Incoming President Kessler sees international horizons for accounting
At the installation luncheon on October 6, 
which followed his election that morning as 
AICPA president for 1969-70, Louis M. Kessler 
told his audience of CPAs and guests of his plans 
for the year ahead. In addition to pursuing the 
programs started by his predecessors, his goals 
will be toward freedom of international practice 
and nationalizing the CPA certificate.
In considering international relations, he said, 
"W e talk about the ever-increasing need for ac­
counting practice on a world-wide scale . . .  about 
international co-operation and the free flow of 
capital . . . about providing unified service to 
multinational clients, whether under one firm 
name or related names, or through close associ­
ation with independent firms under agreements 
permitting supervision of the practice.
"If we want this freedom of international 
practice . . . , why shouldn’t we grant to others 
the freedom that we ask for ourselves? We should 
permit foreigners to practice under the title 
granted in their own countries, and without re­
stricting them to temporary permits.”
The new president explained that this would 
require changing the laws of 31 jurisdictions, 
admittedly no small task.
In summarizing the non-uniformity of the 
present situation, he stated that of the 54 juris­
dictions giving the Uniform CPA Examination, 
"12 have permissive laws which do not restrict 
the rendering of accounting services, and 42 
have regulatory laws. Some permit reciprocity 
for equivalent foreign titles, some permit regis­
tration of qualified foreign accountants, some 
permit temporary practice by foreign account­
ants, and there are all sorts of combinations.”
In short, he said, "in 7 jurisdictions, including 
my native state of Illinois, a foreigner cannot 
practice—period. In 7 more he can practice only 
with a temporary permit, and in 17 more he can 
practice if he can get a reciprocal certificate and, 
if not, in 10 of the 17 he can practice with a tem­
porary permit.”
President Kessler also recommended that 
members of the profession start thinking about 
a long-range objective— "one national CPA cer­
tificate issued by the American Institute of CPAs 
with licenses to practice issued by the state boards 
of accountancy.”
The division of responsibilities would be be­
tween the state boards and the Institute. The 
boards would fix the residence and experience 
requirements, administer interstate reciprocity, 
handle much of the mechanics of the examina­
tion, and issue the license to practice. The Insti­
tute would fix the educational requirements, 
administer international reciprocity, prepare and 
grade the examination, and issue the CPA cer­
tificate.
The president said that, as a first step toward 
this goal, he would ask the committee on state 
legislation to consider and report on the follow­
ing proposal:
"The issuance of the certificate of Certified 
Public Accountant by the American Institute of 
CPAs, based on successful completion of the 
uniform examination, after meeting specified 
educational prerequisites, and the granting of the 
license to practice by the state boards on the 
basis of the possession of that certificate and the 
fulfillment of such other requirements as the 
state boards consider appropriate.”
President Kessler also had the following to 
say about some of the on-going Institute projects:
• "W e must expand the activities of the com­
mittee on auditing procedure and, in the restruc­
turing of our research programs, we must include 
— in addition to accounting principles— audit­
ing, tax services and management advisory serv­
ices as well.”
• The new AICPA policy allowing CPA candi­
dates with at least five years of college study to 
dispense with the qualifying experience require­
ment (see The CPA, June69, pp.4,24) "may be 
the forerunner of major efforts toward the estab­
lishment of professional schools of account­
ing. The professional school is held to be one 
of the hallmarks of a profession. . . .  I believe 
that the time is now at hand for the accounting 
profession to give serious thought to the need 
for professional schools. . . . The main issue to 
be resolved is whether or not educational pro­
grams of professional schools would be superior 
to the programs of the better schools of business.”
• "A  promising start has been made in recruiting 
black students into the accounting profession. 
Few blacks have been privileged to gain the 
necessary education and competence for entry 
into the profession. Our efforts to correct this 
situation must be continued.”
8Council hears PD plans for the 1970s
Robert E. Schlosser, AICPA director of pro­
fessional development, told Council that the ac­
counting profession must have PD programs that 
are innovative if it is to survive in the 1970s. He 
said that, in supporting a climate which encour­
ages innovation, the PD Board of Managers has 
approved the following five projects for the 
1970s: ( 1) common development of training 
materials, (2) regional training centers, (3) 
regional co-ordination, promotion and adminis­
tration of programs through state societies, (4) 
the strengthening of self-study programs and 
(5) the completion of the training program 
curriculum.
A collaboration between the PD division and 
the firms which are now independently develop­
ing course materials similar to the Institute’s 
would eliminate duplication of materials and 
allow development of a wider range of training 
materials. Mr. Schlosser said that just as a "high- 
level task force developed the material for 
Auditing and E D P ” so "a core of training mate­
rial in the auditing area could be developed on 
a co-operative basis.” This approach could also 
apply to accounting principles, taxation and cer­
tain areas of management advisory services.
The use of one or more regional training cen­
ters complete with the latest training aids and 
staffs of full-time instructors drawn from educa­
tion and the profession would, Mr. Schlosser
said, allow for the projected increase in the de­
mand for professional development in the 1970s. 
He estimated that the total profession will spend
130,000 to 150,000 man days in PD programs 
for the 1969-70 fiscal year and by the 1970s "our 
profession will be able to justify owning and 
operating full-time PD facilities. . . .
"Small-audience seminars and large-audience 
lecture programs, however, will still depend on 
the promotional and administrative expertise of 
the state societies,” he stated. And plans are 
being made now for the PD fiscal year beginning 
April 1, 1970. At that time, six regional group­
ings of states will work together to co-ordinate 
the entire PD program in each region. Schedule 
conflicts will be worked out by state society rep­
resentatives and the PD division in a series of 
regional meetings.
The self-study programs will be expanded in 
the 1970s. The division plans to develop several 
one- to two-hour CPAudio programs, suitable 
for various staff levels, which could be used indi­
vidually or by small groups. Some of these pro­
grams will be accompanied by problems or re­
sponse books. Mr. Schlosser also referred to the 
division’s new Management Education Portfolio 
which covers the elements of a graduate business 
school program (see The CPA, Sept.69, p.14).
The staff training program curriculum, which 
has been under way for three years, should be 
completed in 1972, Mr. Schlosser reported.
President Kessler consults annual meeting program with new Institute officers (l. to r.): 
Vice Presidents Marshall S. Armstrong, Indiana, and Winston Brooke, Alabama, Treas­
urer Walter E. Hanson, New York, and Vice Presidents Stanley D. Ferst, Pennsylvania, and 
Kenneth L. Thompson, California.
9Institute urged to support international secretariat
Robert L. May, chairman of the committee on 
international relations, has urged the Institute to 
alter its traditional posture and support, rather 
than oppose, the concept of an international sec­
retariat of accountancy. In a committee report to 
Council in Los Angeles last month Mr. May 
pointed to the perils the profession faces as re­
strictions on international practice mount and 
called upon the Institute and its members to 
"start developing specific proposals which will 
result in a meaningful form of international ac­
counting co-operation. In my opinion, we have 
no choice in this matter. We must either develop 
a form of participation suitable to our interests, 
or else we will be excluded from an organization 
which will undoubtedly be inimical to our in­
terests.”
Mr. May said that in recent years "we have 
seen country after country adopt restrictive prac­
tices and legislation which severely inhibit, if not 
proscribe, the practice of Institute members in 
those countries.”
In some, "foreign firms” are forbidden to op­
erate "within the spheres of accounting, tax and 
management services.” Admission to local prac­
tice bodies and societies is limited to nationals 
educated at home and members are then forbid­
den to associate with international firms. He 
said such restrictions limit accountants’ ability 
to serve clients which, in turn, curbs the expan­
sion of international business and promotes dif­
ferences in accounting practice.
"At the very time when greater accounting 
uniformity is needed,” Mr. May said, "the exist­
ing state of affairs is rapidly worsening.”
He pointed out that international banking 
and financial institutions such as the World 
Bank rely on the public accounting profession 
and that artificial and disabling limitations on 
the profession retard such institutions and per­
haps discourage them.
Mr. May said that his committee has taken the 
position "that it is in the interest of the interna­
tional business community, as well as of the 
American profession, to do everything possible 
to eliminate practice restrictions from country to 
country and thereby to provide for the eventual 
internationalization of accounting practice.”
Some of the committee’s proposals are these:
• International firms must step up efforts to 
bring nationals into their overseas offices both as 
staff members and as partners.
• The profession should consider the estab­
lishment of an "International Qualifications Ap­
praisal Board” to assess the qualifications of 
foreign accountants who wish to become inter­
national associates.
• CPAs "must give serious attention to the 
easing of restrictions on practice rights and 
qualification requirements in this country. We 
must assure that qualified foreign accountants 
have reasonable rights to practice in this country, 
subject to reasonable and appropriate limitations 
in the public interest.”
He said that "some of our recommendations 
run counter to positions taken in the past. How­
ever, we believe that if we are to preserve a world 
of accounting beyond our shores for our mem­
bers, the time for action is now.”
M r. Kent, Governor Reagan, Paul J. Lambert, Stanley J. Scott and W alter M . Baird, as the outgoing AICPA offi­
cers welcome the California Governor at the Institute’s annual meeting.
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Kessler ( from page 2 )
has worked reasonably well, but it took us 35 
years to achieve uniformity in the CPA examina­
tion and 45 years to achieve uniformity in the use 
of the Advisory Grading Service. I ’m wondering 
if we now haven’t come full circle where we can 
have the best of two worlds—CPA accreditation 
by the Institute with educational requirements 
that can be kept up to date, and licensing by the 
states under uniform requirements for experi­
ence, residence, reciprocity, etc., as recommended 
by the National Association of State Boards of 
Accountancy.
The third pertains to a matter which I think 
we should again consider and that is common 
membership in the Institute and the state socie­
ties. John Carey says this on page 320:
"At the Council meeting in the fall of 1917, a 
member suggested the development of closer re­
lations between the Institute and the state socie­
ties. He suggested provision for local chapters of 
the Institute, which the local societies could be­
come. He urged that relations between the state 
societies and the national organizations be ce­
mented. . . .
"George May said that the question was a deli­
cate one, and that Institute chapters might be
President Kessler and his two sons, John and Richard. 
Both have followed in their fa ther’s footsteps and 
are CPAs.
construed as adverse to the state society idea. He 
suggested allowing a sufficient period to develop 
a feeling of mutual confidence between the Insti­
tute and the state societies. The matter was 
dropped for the time being.”
Then we find this, referring to the annual 
meeting in 1921:
"Durand W. Springer of Michigan, who was to 
become the first president of the rival organiza­
tion to be created in a few months [American 
Society of Certified Public Accountants] made 
his position clear. He said:
" 'I believe that those who have studied the 
history of national organizations have long since 
come to a realization of the fact that when we 
changed from the old type of federation to the 
institute, we cut the props from under us. No 
national organization has succeeded in acquiring 
a large membership except as it has done it 
through state organizations.
Again, I believe we have come full circle. Both 
the Institute and the state societies are here to 
stay. We will not have a "federation.” But why 
shouldn’t we have common membership? The 
days of mutual distrust are gone. The days of 
mutual respect are here. In the professional 
development program, in the enforcement of 
ethical standards, in the efforts to help the dis­
advantaged, in matters of national tax policy, in 
recruiting, in local institutional programs to help 
taxpayers and in many other activities, there are 
clear guidelines for work at the national level, at 
the local level, and in co-operation at all levels. 
Only CPAs can join the state and national organ­
izations—why shouldn’t they join both simul­
taneously?
The Institute and the state societies can work 
hand in glove; the Institute and the National 
Association of State Boards of Accountancy can 
work hand in glove.
John Carey’s book gives light to the present 
hour and its duty. Read it to see what mistakes 
have been made in the past and to see how vision 
and foresight on the part of dedicated men 
brought us to where we are today.
Someone once said, "Confound those ancients, 
they keep stealing our modern ideas.” Before we 
embark on new programs, we should apply 20-20 
hindsight to what has been done in the past. T he 
Rise of the Accounting Profession helps us to 
do this.
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from the Executive Vice President 
LEONARD M. SAVOIE
The role of research in a dynamic profession
The following column is the text of Mr. 
Savoie’s report to Council last month in Los 
Angeles.
Last July, Neil Armstrong’s one small step 
onto the surface of the moon, which represented 
one giant leap for mankind, was the spectacular 
culmination of a ten-year, $24-billion research 
project
Many alternative systems and methods were 
researched by the scientists of NASA before the 
Apollo 11 plans were agreed upon. Significantly 
different systems could probably have accom­
plished the same objective. For example, unlike 
the direct launching from earth of the space 
ship Columbia with its lunar module Eagle, one 
idea was to place in earth orbit a permanent 
space station from which vehicles could be 
launched for a moon landing. NASA had the 
mechanism for conducting research, evaluating 
the alternatives, settling on one method, and 
taking decisive action to reach the goal.
About the same time Project Apollo was get­
ting started, the accounting profession also be­
gan a major research effort to improve accounting 
principles underlying corporate financial report­
ing. This effort, even though its cost has been 
but a tiny fraction of the Apollo outlays, has 
been costly in relation to available resources. 
More than $2 million of the AICPA budget has 
been invested in the Accounting Principles Board 
and the accounting research division in the last 
ten years. And the effort has been aided by un­
counted thousands of hours of time of Institute 
members— time which would cost several million 
dollars if charged to the Institute.
But unlike Project Apollo, which scored a 
bull’s-eye, Project Accounting Principles has 
scored only gains that have fallen short of its 
broader objectives. Unfortunately, even these 
objectives have not been set forth clearly. And 
while a research capability has been developed, 
the results of research have been slow in coming. 
Often, too, research conclusions have not been 
persuasive. Also, there is creaking machinery for 
settling on one alternative and taking decisive
action. It is no wonder then that Project Account­
ing Principles has met with only modest success 
and at times has seemed perilously close to 
foundering.
Last November, at a symposium jointly spon­
sored by CPAs, financial executives, security 
analysts and bankers, Professor Herbert Miller 
anticipated "a gradual disenchantment about the 
amount of help to be forthcoming from re­
search.” In the same forum, Professor Robert 
Sprouse observed that he did not see how there 
could be less research than there had been in 
the past.
While such discouragement is understandable, 
I believe it stems from a desire of the observers 
for more and better accounting research and 
more reliance on it by the profession.
In this tenth anniversary of the start of Project 
Accounting Principles, many leaders are critically 
reviewing its progress. In August, Robert True­
blood told the American Accounting Associa­
tion convention that greater resources must be 
devoted to the program. He recommended an 
annual expenditure of $10 to $15 million, of 
which about half would be spent on research. 
The total budget would provide a full-time Ac­
counting Principles Board of five or seven mem­
bers and a greatly augmented research capability.
I, too, am convinced that we need to devote 
more resources to accounting research. But 
spending more money is only a part of the an­
swer. Unlike space exploration, which relies on 
observable physical phenomena, accounting prin­
ciples are man-made and hence more subjective. 
A conceptual basis may be set forth for account­
ing principles, but it is not provable in the way 
that a theory is in, say, chemistry or physics. To 
be useful, it must be agreed upon by those who 
would use it.
Therefore, to get the most from a program of 
accounting research, we need first to agree on a 
statement of objectives of financial reporting. 
With clearly stated objectives, it should be pos­
sible to establish a conceptual basis for account­
ing principles. Once this is done, it should be 
possible to test principles empirically to deter­
mine whether they accomplish the objectives of 
financial reporting. Research so conducted could 
then point the way toward principles to be 
adopted by the profession.
To be useful, accounting research must be con­
cerned with what is practical. But it is also
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important that decision-making be based on ob­
jective evidence and not be unduly influenced by 
opinion polls of limited segments of the public. 
Research calls for overcoming bias and present­
ing objective conclusions. Establishment of en­
forceable accounting rules requires not only skills 
in attaining objectivity but also courage in with­
standing pressures which may be brought by self- 
interest groups.
In appraising the effectiveness of the account­
ing research program, it is necessary to review 
also the entire process for setting accounting 
principles. In my view, the Accounting Principles 
Board, starting with an uncertain mandate and 
unclear objectives, and working through fields of 
vested interests, has been able to make remark­
able progress. I believe that in the 1970s the 
Board’s mandate and objectives will be clarified 
and it will be even better able to serve the public 
interest. These changed conditions will foster a 
better climate for research and enable the Board 
to place greater reliance on research in arriving 
at its decisions.
In our dynamic profession, the formulation of 
accounting principles is not the only area in need 
of research. Last year the planning committee of 
the Institute presented a position paper to the 
executive committee suggesting a plan for a re­
search program of broad scope. The objective 
was to be the production of knowledge about the 
development, communication and use of infor­
mation in all areas of accounting—embracing at 
the minimum financial accounting and auditing, 
tax accounting, and management information 
systems for planning, control and decision­
making.
The program was summarized by planning 
committee chairman Justin Davidson in the Sep­
tember 1968 Journal of Accountancy. He also 
discussed this program before Council a year ago. 
While not approving the program in its entirety, 
the executive committee has authorized the staff 
to implement some parts of it at once. The pro­
gram is so large in scope and so costly that it 
would not be possible to undertake it all now.
The planning committee saw the need for basic 
research—the development of new knowledge 
with no assured payoff; applied research— the 
solution of specific problems; and codification 
research— the organization and interpretation of 
existing knowledge for practical use. These kinds 
of research were seen as being needed in all 
major subject areas.
To move toward expanded research programs, 
a research committee has been appointed, with 
Past President Marvin Stone as chairman. The 
committee has already met several times. One of 
its first activities was to compile a list of existing 
and proposed research projects. The list is long 
and varied. Projects range from recruitment to 
auditing principles, from the role of accounting 
data in reducing uncertainty to socio-economic
A telegram from President Nixon
The speaker at the annual meeting’s 
Tuesday luncheon was Secretary of 
Commerce Maurice H. Stans. Preceding 
his remarks, he read the following tele­
gram from President Nixon:
“ It pleased me to know that you will be 
addressing the 82nd annual meeting of 
the American Institute of Certified Pub­
lic Accountants.
“As their former colleague, you have a 
first-hand insight into their important 
role in our national life. I hope that you 
will convey to all their members my per­
sonal admiration for their achievements. 
I look forward to working with them—  
through you— toward the kind of under­
standing and co-operation between the 
government and the business community 
which will bring national progress, pros­
perity and new opportunity for all our 
people.
“May this convention be a most produc­
tive one, and may it usher in another 
successful year of public service for 
those who participate in its delibera­
tions.
“ Richard Nixon”
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accounting, from central computer utilities to 
value-added tax. One of the committee’s main 
functions will be to determine priorities of proj­
ects to be studied.
Not all of the literally hundreds of projects 
can or should be undertaken by the Institute. The 
research committee intends to co-operate in re­
search activities of universities and other ac­
counting organizations. The committee is well 
aware of the increasing interest in research and 
the resources available in these organizations.
I wish to mention three areas of research in 
which progress is being made.
The Institute now has on its staff a manager of 
auditing research — Douglas Carmichael, for­
merly a professor at The University of Texas. He 
is working closely with the committee on audit­
ing procedure in supplying the research support 
which is so sorely needed. Although there are 
plans for a study of the conceptual foundations 
of auditing theory, for some time to come he will 
be giving priority to various urgently needed 
applied research projects. He has completed 
studies on confirmation of receivables and insid­
er transactions and is working on internal con­
trol, statistical sampling and forecasts.
A noteworthy Institute research project is on 
Basic Cost Concepts and Implementation Cri­
teria, which is being studied at Stanford Univer­
sity by a team of professors headed by Robert 
Jaedicke. A preliminary report will be available 
in early December 1969 and a final report in 
early 1971. The project involves basic research 
into the nature of costs for various purposes, with 
emphasis on implementation criteria. The meth­
odology will include, among other things, the 
development of models which will be tested 
empirically.
The project was conceived after considering 
the feasibility study of uniform cost accounting 
standards which the General Accounting Office 
is conducting. The Institute study is conceptually 
based and much broader in approach than the 
GAO study, which is concerned solely with the 
feasibility of uniform cost accounting standards 
to be used in defense procurement contracts in 
excess of $100,000. The GAO is obliged to re­
port to Congress by December 31, 1969. Predict­
ably, the GAO is finding such standards feasible. 
The next step will probably be for GAO to pre­
sent uniform standards.
The Institute study may be of considerable help 
at this next stage. An interesting aspect of the 
study is that the Institute has contracted for the 
time of five professors for a number of academic 
quarters during which they will be relieved of 
teaching duties. This arrangement should facili­
tate timely completion of the research project.
The Institute’s federal tax division has re­
cently obtained executive committee approval to 
proceed with a tax policy program. A permanent 
tax policy committee will be authorized to issue 
position papers on matters of tax policy in which 
members of the accounting profession have spe­
cial competence. Before becoming a position of 
the Institute, approval of two-thirds of the tax 
executive group will be required. Before arriving 
at a policy position, research will be required. A 
new staff position for this function has been au­
thorized and a search for suitable candidates is 
under way.
To continue Project Accounting Principles 
and the other research projects which are de­
manded by a dynamic profession will require 
money—much more money than we have been 
spending. In the fiscal year ended August 31, 
1969, the amount spent for research was 
$425,000 and nearly all of it was for the APB 
and ARD. The budget for the current year is 
$601,000. I predict a steady rise in research costs 
in future years.
Meanwhile, resources to cover the costs have 
been received at the rate of only $400,000 a year. 
The Accounting Research Association was estab­
lished two years ago to provide funds for APB 
research and also for the broader research needs 
of the profession. Although ARA funds have 
contributed greatly to research costs, additional 
funds must be obtained.
Many ways for obtaining funds are being con­
sidered by the research committee, the executive 
committee, and the ARA trustees. The leaders of 
the profession who constitute these bodies are 
convinced of the need for an expanded research 
role on the part of the profession. I am convinced 
that there will be an increased availability of re­
search funds as the Institute demonstrates that 
its various research efforts are of high quality 
and responsive to the profession’s needs.
Research plays an essential role in a dynamic 
profession. Without research, the accounting 
profession would cease to be dynamic.
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To the Members of the American Institute 
of Certified Public Accountants:
We have examined the statements of assets, liabilities 
and fund balances at August 31, 1969, of the American Institute of 
Certified Public Accountants, the American Institute of Certified 
Public Accountants Foundation, the American Institute Benevolent 
Fund, Inc., and the Accounting Research Association, Inc., and the 
related statements of income and expense and changes in fund balances 
for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances.
In our opinion, the accompanying statements of assets, 
liabilities and fund balances and of income and expense and changes 
in fund balances present fairly the financial position of each of 
the aforementioned organizations at August 31, 1969, and the 
results of their operations for the year then ended, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year.
CERTIFIED PUBLIC ACCOUNTANTS
SEPTEMBER 26, 1969
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STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 31, 1969, AND 1968
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
GENERAL FUND 
ASSETS
1969
Cash ......................................................................................................................................  $ 358,130
Marketable securities, at cost (quoted market 1969— $2,896,804; 1968—
$3,130,002) (Note 1 ) ..................................................................................................... 3,090,769
Accounts receivable (less allowance for doubtful accounts 1969— $6,000; 1968
— $1 ,445 ).................................................................. ..................................................... 452,973
Inventories, at cost........ ....................................................................... ............. ...............  270,536
Due from Accounting Research Association, Inc............................................................ 65,864
Prepaid expenses............................................................................................... ................  40,465
Furniture and equipment, at nominal value................................ .................................. .................... 1
Total assets ............. ...................................................................  $4,278,738
LIABILITIES A N D  FUND BALANCES
Liabilities:
Note payable in $5,000 semi-annual installments
Other payables.......................................... ...... ..........
Dues collected in advance.......................................
Unearned subscriptions and advertising ... ...... .....
Advance annual meeting registration fee s ...........
Due to Elijah Watt Sells Scholarship Fund.............
Due to American Institute Benevolent Fund, Inc.....
Total liabilities .........................
General Fund Balance:
Appropriated for contingencies ........................................................................................ $1,000,000
Income retained for working cap ita l......... ............................... .............. .......................  159,916
Fund balance .......................... ........ ....................................................  $1,159,916
$4,278,738
ENDOWMENT FUND
Assets:
Cash ........................................ ...................................................................................... ........... $ 417
Marketable securities, at cost (quoted market 1969— $615,775; 1968—
$651,119) ................................................................................................. ....... 584,870
Library books, furniture and equipment, at nominal v a lu e .................. .................. 1
Total assets.........................................................................................  $ 585,288
Liabilities:
Accounts payable .................................................................................................................
Fund balance................... ....................................................................  $  585,288
$ 35,000  
543,329  
1,923,557  
549,141 
65,601 
226 
1,968 
$3,118,822
1968 
$ 352,323
3,198,117
415,840
135,258
9,388
28,701
1
$4,139,628
$ 45,000  
631,823  
1,871,475 
497,588  
56,349  
265
$3,102,500
$1,000,000
37,128
$1,037,128
$4,139,628
$ 120
592,142
1
$ 592,263
762
$ 591,501
(See accompanying notes to financial statements.)
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 31, 1969, AND 1968
ELIJAH WATTS SELLS SCHOLARSHIP FUND
Assets:
Marketable securities, at cost (quoted market 1969— $6,134; 1968—
$5 ,7 1 7 )..................................................................................... .................................
Due from General Fund................................................................................................
Fund balance.................................................................. ..............
STATEMENT OF CHANGES IN FUND BALANCES
YEAR ENDED AUGUST 31, 1969
Elijah 
Watt Sells
General Endowment Scholarship
Balance, September 1, 1968 .............................................................  $1,037,128 $591,501 $5,123
Excess of income over expense............................................................ 122,788 287
(Loss) on sale of securities..................................................................  (6,213)
Balance, August 31, 1969 ............................  $1,159,914 $585,288 $5,410
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1969 1968
$ 5,184 $ 4,858
226 265
$ 5,410 $ 5,123
NOTES TO FINANCIAL STATEMENTS
Note (1)
The following is a classified comparison of costs and market value of marketable securities:
Total
Government
and
Corporate
Bonds
Common
and
Preferred
Stock
Commercial
Paper
1969:
Cost-------------------------------------------- $3,090,769 $ 975,081 $ 615,688 $1,500,000
M arket.......................................... 2,896,804 706,290 690,514 1,500,000
1968:
Cost................................ ................... 3,198,117 1,168,533 429,584 1,600,000
M arket................................................ 3,130,002 995,240 534,762 1,600,000
In view of the fact that the investment committee does not contemplate substantial 
no provision has been made in the accompanying statements for the decline in
sales of bonds in the 
market value thereof.
near future,
Note (2)
The Institute is liable under several leases expiring in 1974 and 1978 for office and storage space at an aggregate 
annual rental of approximately $415,000, plus escalation charges, if any, for increased real estate operating ex­
penses. A portion of the office space is rented to others under a sublease expiring in 1970. Net rent charged to 
expenses during the fiscal years ended August 31, 1969 and 1968 was approximately $390,000, and $358,000, 
respectively.
Note (3)
The Institute has a retirement plan covering a majority of employees. Charges to expenses relating to the plan 
amounted to approximately $208,000 and $229,000 in the fiscal years ended August 31, 1969 and 1968, 
respectively. Although contributions to the plan may be terminated by the Institute at any time, it is the Institute’s 
policy to fund pension costs accrued. The currently estimated amount required to complete the funding of past 
service costs under the plan is approximately $396,000, which is being funded over a 30-year period.
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STATEMENTS OF INCOME AND EXPENSE
YEARS ENDED AUGUST 31, 1969, AND 1968
INCOME
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
1969 1968
Membership dues................................................................................................................. $ 2,816,079 $2,061,641
Investment and sundry income ......................................................................................... 161,388 144,481
General income ............................................................................ $ 2 ,977 ,4 67 $2 ,206 ,122
Loss from revenue-producing activities:
CPA examinations, Journal of Accountancy, Management Services magazine, 
professional development courses, sale of technical publications:
Costs (including salaries and overhead allocated)........................................ $ 4,845,933 $ 3,983,697
Gross income ....................................................................................................... 4,425,350 3,885,609
Loss from revenue-producing activities ....................................................... $ 420,583 $ 98,088
Totals ............................................................................................. $ 2,556,884 $2 ,108 ,034
EXPENSES OF OTHER ACTIVITIES AND PROJECTS
Direct service to members:
CPA, membership directory, technical publications, library, communications 
with members, annual meeting............................................................................... $ 685,837 $ 605,907
Maintenance of professional standards:
Accounting research, auditing procedure, ethics, personnel recruiting .............. 1,085,832 945,793
Relations with state societies............................................................................................. $ 151,423 $ 140,616
External relations:
Federal government, federal taxation, aids to education, universities and 
other outside groups ................................................................................................ 554,240 561,804
Internal affairs:
Council and committees (including executive committee), maintenance of mem­
bership ........................................................................................................................ 381,925 375,309
Total expenses of other activities and projects..................... $ 2,859,257 $ 2,629,429
Excess of expenses over income, before reimbursements........................................... $ (302,373) $ (521,395)
Reimbursements for accounting research program and special research:
American Institute of Certified Public Accountants Foundation............................ $ $ 295,000
Accounting Research Association, Inc.......................................................................... 425,161 58,971
$ 425,161 $ 353,971
Excess of income (expense) (transferred to income retained for working capital)... $ 122,788 $ (167,424)
(See accompanying notes to financial statements.)
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STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1969, AND 1968
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
ASSETS 1969 1968
$ 4,553 $ 1,093
Marketable securities, at cost (quoted market 1969— $206,074; 1968—
$114 ,528 )................................................................................................................... 199,733 112,479
Total assets .................................................................................... $ 204,286 $ 113,572
LIABILITIES AND FUND  BALANCE
Liabilities:
Accounts payable ................. ..................................................................................... $ 270
Fund balance:
Accounting research program...................................................................................... $ 12,887 $ 12,947
Library (including permanent capital of $ 2 ,7 4 7 ).................................................... 100,625 100,625
John L. Carey Fund ..................................................................................................... 90,504
Fund balance................................................................................. $ 204,016 $ 113,572
$ 204,286 $ 113,572
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1969, AND 1968
Revenues:
Income from securities, less custodian fees ......
Loss on sale of securities .....................................
Contributions received:
For support of accounting research program
For John L. Carey Fund....................................
Total .......................................
Expenses:
Contributions to American Institute of Certified Public Accountants:
For library expense ................................................................................................ $ 4,000 $ 4,000
For costs of accounting research program.......................................... ............... 295,000
Stationery, postage and other expenses................................................................ 48
Total ............................................................................................. $ 4,048 $ 299,000
Net increase (decrease) in fund............................................... $ 90,444 ($290,769)
Fund balance, beginning of y e a r ................................................................................. 113,572 404,341
Fund balance, end of y e a r............................................................................................. $ 204,016 $ 113,572
$ 4,821 
(164)
275  
89,560  
$ 94,492
$ 14,725 
(7,009)
515  
8,231
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STATEMENTS OF ASSETS, LIABILITIES AND
AUGUST 31, 1969, AND 1968
FUND, INC.
FUND BALANCE
1969 1968
Assets:
$ 5,801 $ 7,762
Marketable securities, at cost (quoted market 1969— $488,667; 1968—
$5 38 .9 01 )... ............. ......... ................... . 449,525 471,670
Due from American Institute of Certified Public Accountants............. ................... 1,968
Total assets ..................................... .............................................. $ 457,294 $ 479,432
Liabilities and Fund balance:
Accounts payable ................................................... ................................................... $ 690 $
Fund balance .......................................................................................... ..................... 456,604 479,432
457,294 $ 479,432
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1969, AND 1968
Revenues:
Contributions......................................................................................... ........................ $ 13,264 $ 175
Income from investments......................... .................................................................... 14,926 17,390
(Loss) on sale of securities .................................................................. ........................ (2,656) (9,080)
Sundry income..................................... ........................................................................... 100 7 5
Total ...............................................................................................$ 25,634 $ 8,560
Expenses:
Assistance to members.................................................................................................. $ 46,200 $ 37,315
Stationery, printing and other expenses..... .......................................................... . 2,262 1,142
Total ...............................................................................................$ 48,462 $ 38,457
Net (decrease) in Fund............................................................ .... $ (22,828) $ (29,897)
Fund balance, beginning of y e a r ................................................................................. 479,432 509,329
Fund balance, end of y e a r............................................................................................... 456,604 $ 479,432
NOTE— The Harold Burton Hart Fund represents 35 .5%  of the Fund balance at August 31, 1969, and 36.6%  at August 31, 1968.
ACCOUNTING RESEARCH ASSOCIATION, INC.
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1969 AND 1968
Assets: 1 9 6 9  1968
Cash .................................................................................................... — ....................... $ 8,044 $ 7 ,707
Marketable securities at cost (quoted market 1969— $315,000; 1968—
$2 91 ,5 00 ).................................................................................................... -.............  323,000 291,000
Receivables .....................................................................................................................  5,083 3 ,737
Total assets................................................................. .................  $  336,127 $ 302,444
Liabilities:
Due to American Institute of Certified Public Accountants........ ..........................  $ 65,864 $ 9,388
Dues paid in advance..................................................................................................... 137,704 13,144
Other payables ........................................................................... ................................... 3,479
Total liabilities............................................................... ...............  $ 207,047 $ 22,532
Fund balance............................................................................................... ........................  $ 129,080 $ 279,912
$ 336,127 $ 302,444
(See page 20 for Statements of Change in Fund Balance)
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ACCOUNTING RESEARCH ASSOCIATION, INC.
STATEM ENTS O F C H A N G E IN FUND BALANCE
A U G U S T  31, 1969, A N D  1968
Revenues: 1969 1968
Dues .............................................................................................................. ...... .............  $ 283,450 $ 35 3 ,4 1 6
Income from securities................... ......................................... .............. 20,935 8,944
Total ................................... ....................................... .................... $ 3 0 4 ,385 $ 362,360
Expenses:
Accounting research pro gra m ................... ............................................ .................... $ 425,161 $ 58,971
Legal fees .................................................................................................... 1,800
Membership promotion........................................ .............................. ..... 17,712 15,479
Special reports to members..................................................................... 6,220 4,234
Stationery, supplies and sundry ........................................................... 6 ,1 2 4 1,964
Total ............................................................................................... $ 4 5 5 ,2 1 7 $ 82,448
Net increase (decrease) in f u n d ............................................................... ............................  ($150,832) $ 279,912
Fund balance, beginning of y e a r ............................................................... 279,912
Fund balance, end of y e a r ..............................................................................................  $ 129,080 $ 279,912
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Kessler urges "an integrated profession" at State Society Planning Conference
"E Pluribus Unum—Now!”— the title of the speech AICPA President Louis 
M. Kessler addressed to 100 executive officers and directors of 47 state CPA 
societies— reinforced the theme of the group’s planning session held in Arling­
ton, Texas, on November 16-18. The purpose of the fourth annual State Society 
Planning Conference was to promote co-ordination of programs and activities 
between the societies and the AICPA.
Mr. Kessler outlined two programs that would (1 ) help create opportuni­
ties for members of minority groups to assume a greater share of economic 
responsibility and (2 ) establish a unified profession of CPAs.
Regarding the first area, Mr. Kessler called on the state societies to work 
with the new AICPA committee on economic opportunity, whose main func­
tion will be to encourage societies to offer advice to small minority enterprises 
on managing their businesses and to urge CPA firms to hire high school stu­
dents from minority groups to work in the firms part time during the summers1
) .
 The committee, composed of CPAs who have had experience in advising 
minority businesses, is developing a guide for societies to use in setting up 
programs. When it seems feasible, Mr. Kessler explained, the members will 
meet with newly formed state society committees for personal consultation on a 
state-by-state basis.
The second program outlined by Mr. Kessler for the state executives was 
for the establishment of concurrent membership in the AICPA and the state 
societies. The main advantage he cited was co-ordination of activities between 
the national and state organizations which would eliminate existing duplica­
tions of effort and expense.
The most important area where further co-ordination "is not just needed 
but is essential to the growth of the profession . . .  is ( continued on page 10)
"The Tax Adviser" bows in January
The American Institute’s new monthly magazine, The Tax Adviser—a maga­
zine of planning, trends and techniques, which will make its debut in the 
first month of the new decade, will bring to the subject of federal taxation a 
fresh outlook, a crisp design and a lucid style. Tax news not only will be 
reported but it will also be interpreted.
For example, the editors will select from each month’s rulings and cases 
only those which are likely to be important ( continued on page 4 )
2“Audits of Banks— Supplement”
The supplement to the AICPA industry 
audit guide, Audits of Banks, has just been 
published. It reflects the changes in fed­
eral bank regulatory requirements made 
after discussions involving representatives 
of federal regulatory agencies, the bank­
ing industry and the AICPA. The revised 
requirements are applicable to the Decem­
ber 3 1 ,  1969, fiscal year. The supplement 
is $.75 if ordered separately. It is included 
with the guide itself ($2 to AICPA mem­
bers).
SSEA meets in Los Angeles
Reports on public relations, recruiting, social 
responsibilities, automation of state society rec­
ords, and accountancy legislation and a profes­
sional development workshop on communica­
tions were the highlights of the meeting of the 
State Society Executives Association October 3-4 
in Los Angeles. In attendance were 37 representa­
tives of 31 state societies.
New officers for 1969-70 were elected at the 
meeting. They are: President—Victor Feldmiller, 
executive director of the Ohio Society; Vice 
President—Jack Brooks, executive director of the 
Connecticut Society; and Secretary—William H. 
Quimby, executive director of the Texas Society.
Taking part in the program were: Retha Dug­
gan, 1968-69 SSEA president; James Kuhn, Cali­
fornia Society president; Jack Brooks, Connecti­
cut Society executive director; Gary Simpson,
1968-69 SSEA secretary; Edwin R. Lang, chair­
man of AICPA committee on recruitment from 
disadvantaged groups; Sidney F. Jarrow, mem­
ber of AICPA committee on business oppor­
tunity; Arthur Sargent, California Society execu­
tive director; Victor Feldmiller, 1968-69 SSEA 
vice president; Harry Howe, New York State 
Society executive director; Willard Heintzelman,
Pennsylvania Institute executive director; Jean­
nette Cochrane, Illinois Society executive direc­
tor; R. E. Johnson, Progress Research Organiza­
tion president; Nancy Myers, AICPA state society 
relations manager; and Dave Anderson, AICPA 
public relations assistant director.
Preceding the meeting a group of state society 
executives was conducted through the new head­
quarters in Palo Alto of the California Society by 
Executive Director Arthur Sargent.
Pennsylvania CPA publication 
highlights "Involvement"
The October issue of the Pennsylvania CPA 
Spokesman, the publication of the state institute, 
has as a theme the involvement of the CPA in 
"the urban crisis.” Five articles are devoted to 
the subject. Following are highlights of some of 
these articles.
George L. Bernstein, CPA, president of the 
Philadelphia chapter of the Pennsylvania Insti­
tute of CPAs, outlines in the lead piece the efforts 
being made nationwide by "local and state CPA 
professional groups regarding community in­
volvement with urban problems.”
Walter P. Harris, CPA, deputy controller of 
Philadelphia, describes the specific steps being 
taken in Philadelphia to involve CPAs in bring­
ing management skills to inner city minority 
businessmen.
Edwin R. Lang, chairman of the AICPA com­
mittee on recruitment from disadvantaged 
groups, in a piece entitled "Creating Opportuni­
ties for Members of Minority Groups,” suggests 
methods of approaching members of minority 
groups to excite interest in the profession.
"Measurement of Social Problems,” by Paul 
N. Wilson and Harold W . Pote, accounting firm 
management consultants, describes the problem 
of evaluation. The authors call upon the AICPA 
to back a research study to develop techniques 
for evaluating cost effectiveness of social pro­
grams.
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3Tax division meeting features AiCPA-state society co-operation, tax reform
At the fall meeting of the division of federal 
taxation held in Atlanta December 2-5, as this 
issue of The CPA was going to press, representa­
tives from the 50 state CPA societies joined with 
AICPA tax committee members to discuss the 
relationship between the AICPA and the state 
societies in the field of federal taxation. This was 
the first time state society representatives had 
been invited to participate in a tax division meet­
ing.
The objectives of the session were to develop 
ideas on how a state society tax committee can be 
effective and to consider how state society tax 
committees and the AICPA tax division can best 
work together.
A panel session on the Effective Tax Commit­
tee— What It Does, What It Should Do— de­
scribed and evaluated typical programs and 
activities conducted by society tax committees, 
reviewed current areas of co-operation between 
society committees and the tax division and con­
sidered suggestions for additional co-operative 
efforts between the groups.
A key feature of the meeting was the review 
and comparison of the Senate Finance Commit­
tee’s version of HR 13270, the Tax Reform Act 
of 1969, with the House-passed version. The tax 
division’s comments on the latter were presented 
to the Senate Committee in October (see The 
CPA, Oct.69, p .1) . Since then, the Finance 
Committee has made a number of substantive 
changes in the Bill. The tax division plans to sub­
mit its recommendations on these changes to the 
House-Senate Conference Committee.
Guests participating in the four-day meeting 
were Edwin S. Cohen, Assistant Secretary of the 
Treasury for Tax Policy, William H. Smith, 
Deputy Commissioner of Internal Revenue, and 
Assistant IRS Commissioners Donald W. Bacon 
and Harold T. Swartz.
A full report of the meeting will appear in 
The Tax Adviser (see p. 1).
ARA adds new dues categories 
at Los Angeles annual meeting
Under a resolution adopted at the annual 
meeting of the Accounting Research Associa­
tion’s Board of Trustees, held in Los Angeles on 
October 8, four new dues categories have been 
added to the present schedule. Aimed at equal­
izing the dues of larger firms with the $10 per 
capita fee charged smaller firms and individuals, 
the resolution—which becomes effective January
1, 1970—will result in a substantial increase in 
dues revenues during the coming year.
In his valedictory speech as ARA president 
and chairman of the board, Matthew F. Blake 
discussed other means of increasing support for 
research that are being explored jointly by the 
ARA board and the AICPA committee on re­
search (see Leonard M. Savoie’s column last 
month [pp. 11-13] for the Institute’s plans for 
an expanded research program.)
To finance "this vitally needed expansion of 
research,” Mr. Blake said, "we must develop an in­
creased income for the ARA. We need more mem­
bers and we may need an increase in dues. . . . ”
The new ARA officers listed in the box at 
right were elected at the meeting.
ARA elects officers
At its meeting in Los Angeles, the ARA 
Board of Trustees elected the following 
members to fill the offices indicated:
Chairman of Board 
and President
Samuel A. Derieux 
Derieux & Watson 
Richmond, Virginia 
Vice Chairman of Board 
and Vice President 
Walter J. Oliphant 
Arthur Andersen & Co.
Chicago, Illinois 
Secretary-Treasurer
Kenneth B. Wackman 
James Talcott, Inc.
New York, New York
In addition, AICPA Controller George C. 
Taylor was appointed assistant treasurer 
and AICPA Director of Professional Rela­
tions David H. Lanman, Jr., was named 
assistant secretary.
4“The Tax Adviser”( from page 1) 
to the reader, his clients or his company. Reports 
on the significant developments will include all 
essential facts, the key points at issue and the 
reasoning involved. And the editors will give 
their comments on whether (1 ) a conclusion, 
ruling or decision is questionable, (2 ) tax plan­
ning opportunities are available and (3 ) there 
are limitations or wider implications to a holding.
In addition, the 64-page Tax Adviser will 
provide two unusual features:
1. Triple citations for all decisions—other 
than those of the Tax Court —  from the offi­
cial reporters, Commerce Clearing House and 
Prentice-Hall.
2. A cumulative index of material published 
during the past 12 months.
Approximately half of every issue will be 
devoted to major articles by leaders in taxation. 
The following departments will appear on a 
regularly scheduled basis:
• Tax Trends—which will report current, 
significant court decisions, IRS pronouncements 
and legislation. Editorial comment on such de­
velopments will interpret, evaluate and point 
out significant tax planning implications.
Objectives of the AlCPA’s tax 
magazine
Earlier this year the AICPA executive 
committee approved publication of an 
Institute-sponsored magazine in the tax 
area (see The CPA, Sept.69, p .1; Feb. 
69, p.1) for the following reasons:
• To help the CPA keep up to date 
with the growing complexity of tax laws 
and the technological advances in tax 
return preparation.
* To provide a forum for leadership 
in technical, policy and philosophic as­
pects of federal taxation for the CPA 
who devotes the greater part of his time 
to tax practice, for the CPA in general 
practice and for the student in taxation.
• Tax Practice Management—which will be 
devoted to ideas and techniques for managing 
a tax practice, e.g., hiring and training tax per­
sonnel, building a tax library, using computers 
in preparing returns, etc.
• Working With the IRS—which will deal 
with procedural problems and experiences 
which practitioners actually encounter in prac­
tice before the IRS.
• Professions at Work—which will report 
on the activities of the AICPA division of fed­
eral taxation, the ABA Section of Taxation and 
other groups. It will also report on meetings of 
tax men and other professional development 
activities.
• Washington Report—which will report on 
what’s going on in Congress, the Treasury De­
partment and the IRS, including changes in 
tax-connected personnel.
• Readers Write—which will be for audience 
reaction.
• Estate Planning Techniques—which will 
provide practical guidance on estate planning 
matters.
• Tax Clinic —  which will discuss practi­
tioners’ experiences with the IRS concerning 
audits, rulings, cases, etc.
The Tax Clinic and Estate Planning features 
have been removed from The Journal o f Ac­
countancy effective with the January 1970 
issue.
In the first issue of The Tax Adviser will 
be a checklist summary of the 1969 Tax Re­
form Bill, prepared by William T. Barnes, 
chairman of the executive committee of the 
AlCPA’s federal taxation division. Future issues 
will contain analytical in-depth reviews of vari­
ous sections of the Bill.
AICPA Director of Federal Taxation Gilbert 
Simonetti, Jr., is the magazine’s executive editor 
and Harry Z. Garian, CPA, the author of the 
Institute’s Tax Study No. 1, Tax Guide for 
Incorporating a Closely Held Business, is its 
editor. The Editorial Advisory Board is made up 
of a cross section of CPAs, attorneys, bank trust 
officers, economists, educators and tax executives.
The subscription rate per year is $25 (dis­
count price to members, $20). A descriptive 
brochure of the magazine, including a sub­
scription form, has been mailed to each member.
Facing the unique challenges of a giant industry—
Accounting Research Study No. 11:
Financial Reporting 
in the Extractive Industries
By Robert E. Field
The mineral production industries— petroleum and natural gas, coal, 
metals, and nonmetals— have widespread appeal to investors. Therefore, 
the growing public demand for greater clarity in financial reporting and 
improved comparability of financial reports makes these industries a 
timely subject for the kind of practical research reflected in this new study.
In attempting to develop a more uniform approach to reporting for 
the extractive industries, the author keeps within the framework of basic 
accounting concepts and generally accepted accounting principles. At the 
same time, he develops new insights for the application of these concepts 
and principles to the unusually difficult accounting problems involved. 
Particular emphasis is placed on cost basis, the realization and matching 
conventions, and the concept of conservatism.
The key to applying the traditional concepts lies in the similarity of 
natural resources to inventories. Using this as its basic orientation, the 
study makes recommendations which— if adopted— would allow alterna­
tive accounting practices in the extractive industries only where justified 
by differences in underlying circumstances. The study also recommends 
reporting practices necessary to achieve “full and fair disclosure” in 
financial reports.
Even if you are not directly involved with an extractive industry, you 
will find the study’s well-reasoned approach to accounting consistency and 
reporting comparability not only instructive, but also applicable to more 
general questions and problems of financial reporting.
CONTENTS
Extractive Operations . . . Basic Accounting Concepts and Principles Es­
pecially Applicable to Extractive Operations . . . Capital/Expense Deci­
sion . . . Disposition of Capitalized Costs . . . Accounting for Revenue, 
Special Conveyances, and Joint Operations . . . Accounting for Federal 
Income Taxes . . .  Presentation of Financial Statements and Disclosure of 
Supplementary Information in Financial Reports . . . Glossary
187 Pages List Price $3.50
Discount Price to AICPA Members— $2.80
SEE OTHER SIDE FOR LIST OF EARLIER STUDIES
Earlier Accounting Research Studies Available
1. THE BASIC POSTULATES OF ACCOUNTING
By Maurice Moonitz. 61 pages (1961)
2. “CASH FLOW” ANALYSIS AND THE FUNDS STATEMENT
By Perry Mason. 117 pages (1961)
3. A TENTATIVE SET OF BROAD ACCOUNTING PRINCIPLES FOR 
BUSINESS ENTERPRISES
By Robert Sprouse and Maurice Moonitz. 97 pages (1962)
4. REPORTING OF LEASES IN FINANCIAL STATEMENTS
By John H. Myers. 155 pages (1962)
5. A CRITICAL STUDY OF ACCOUNTING FOR BUSINESS 
COMBINATIONS
By Arthur R. Wyatt. 161 pages (1963)
6. REPORTING THE FINANCIAL EFFECTS OF PRICE-LEVEL CHANGES
staff report. 290 pages (1963)
7. INVENTORY OF GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES FOR BUSINESS ENTERPRISES
By Paul Grady. 485 pages (1965)
8. ACCOUNTING FOR THE COST OF PENSION PLANS
By Ernest L. Hicks. 159 pages (1965)
9. INTERPERIOD ALLOCATION OF CORPORATION INCOME TAXES
By Homer A. Black. 123 pages (1966)
10. ACCOUNTING FOR GOODWILL
By George R. Catlett and Norman O. Olson. (1968)
DISCOUNT ORDER FORM FOR AICPA MEMBERS
A M E R IC A N  INSTITUTE O F  CERTIFIED PUBLIC A C C O U N T A N T S  
666 FIFTH AVENUE, N E W  YORK, N. Y. 10019
Gentlemen: Please send me, postpaid, the Accounting Research Studies indi­
cated below, at the AICPA member’s discount prices shown.
...... No. 11. Financial Reporting in the Extractive Industries (0091) @  $2.80
Earlier Accounting Research Studies:
No. 1 (0081) @  $2.00 ...... No. 5 (0085)
No. 2 (0082) @  $2.80 ...... No. 6 (0086)
No. 3 (0083) @  $2.00 No. 7 (0087)
No. 4 (0084) @  $2.80
@  $2.80 ...... No. 8 (0088) @  $2.80
@  $3.20 ...... No. 9 (0089) @  $2.80
...... No. 10 (0090) @  $2.80
@ $6.00
@ $4.80 ...... Post Binders @  $3.20
NAME
FIRM
(if part of mailing address) 
ADDRESS.................... ..................
CITY....................................................................................... STATE ZIP
(Please add 6 percent sales tax in New York City. Elsewhere in New 
York State, add 3 percent state plus local tax if applicable.)
Note: Accounting Research Studies are available to members of the Accounting 
Research Association at a 40 percent discount. A notice to this effect has been mailed 
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7Ethics conference reviews CPAs' disciplinary procedures
Group discussions and addresses at the second 
National Conference on Professional Ethics held 
in Chicago November 9-11 pointed up several 
areas in which the profession should review its 
disciplinary efforts. Sponsored by the AICPA’s 
division of professional ethics, the conference 
brought together 97 members of state boards of 
accountancy, presidents and executive secretaries 
of state societies and chairmen of ethics commit­
tees from 38 states. Among the suggestions made 
were:
• Disciplinary sanctions imposed by the pro­
fession for negligent practice should be directed 
toward rehabilitation rather than simple punish­
ment and should include mandatory attendance 
at appropriate PD courses.
• Educational and disciplinary efforts should 
be better co-ordinated.
• Activities of practice review committees
should be increased and strengthened.
• Mandatory review of workpapers by a dis­
interested educational task force should be con­
sidered.
The program was divided into three segments: 
the rules of the profession’s ethical code which 
restrict advertising, solicitation and other promo­
tional efforts by CPAs; adherence to technical 
standards; and audit independence, the proposed 
rule changes on corporate practice and disclosure 
of departures from APB Opinions, and the work 
of a special committee which is developing a 
restated Code of Professional Ethics.
Michael Franck, administrative counsel of the 
Association of the Bar of the City of New York, 
Charles M. Garragh, national director of the 
Robert Morris Associates, Vernon Acree, Assist­
ant IRS Commissioner, and AICPA President 
Louis Kessler were among the guest speakers.
Minutes of the annual meeting: Los Angeles,
The eighty-second annual meeting of the 
American Institute of Certified Public Account­
ants convened at 9 :0 0  a .m ., October 6, 1969, at 
the Biltmore Hotel, Los Angeles, California. 
President Ralph E. Kent presided.
Guests from other countries
The chairman introduced the following ac­
countants of other countries: J. Emile Maheu, 
president of the Canadian Institute of Chartered 
Accountants; Rogerio Casas Alatriste H., presi­
dent-elect of the Instituto Mexicano de Conta­
dores Publicos; and Leonardo L. Cabanero, 
executive vice president of the Philippine Insti­
tute of Certified Public Accountants.
All brought greetings to their American col­
leagues from their organizations.
Approval of minutes
Minutes of the annual meeting of October 14, 
1968, were approved as printed and circulated to 
the members in the November 1968 issue of The 
CPA (pp. 7-9) and as amended in the December 
1968 (p. 3) and January 1969 (p. 10) issues.
Report of the auditors
Paul Neuwirth, partner of Alexander Grant & 
Co. (Klein, Hinds & Finke merged with Alex-
Califomia, October 6 , 1969
ander Grant on September 1, 1969) reported 
that the financial statements of the Institute and 
its affiliated corporations fairly presented their 
financial condition at August 31, 1969, and re­
sults of operations for the year then ended. On 
motion duly made and seconded, the report of 
the auditors (see The CPA, November 1969, 
pp. 14-20) was received.
Introduction of past presidents
The chairman introduced the past presidents 
of the AICPA in attendance: Thomas D. Flynn, 
New York; Hilliard R. Giffen, California; Clif­
ford V. Heimbucher, California; Norman Loyall 
McLaren, California; Louis H. Penney, Califor­
nia; Louis H. Pilié,  Louisiana; John W . Queenan, 
New York; J. S. Seidman, New York; J. Harold 
Stewart, New York; Marvin L. Stone, Colorado; 
and Robert M. Trueblood, Illinois.
Report of Council
The chairman announced that the 1969 report 
of Council to the membership entitled "In Serv­
ice to the Profession” had been mailed to all 
members of the Institute.
Report of the president
Mr. Kent reported to the membership on three
8significant professional problems— the shortage 
of professional personnel, the work of the Ac­
counting Principles Board and the auditing com­
mittee, and the displacement of accounting firms 
(see The CPA, November 1969, p. 6 for a sum­
mary of his report).
Presentation of awards for outstanding 
accounting literature
President Kent presented the awards for dis­
tinguished accounting literature to the following 
persons who had been selected by a special com­
mittee of the American Accounting Association:
Professor Robert H. Sterling of the University 
of Kansas for his article, "The Going Concern: 
An Examination,” which appeared in the July 
1968 issue of The Accounting Review.
Professor William H. Beaver of the Univer­
sity of Chicago for his article, "Market Prices, 
Financial Ratios, and the Prediction of Failure,” 
which was published in the Autumn 1968 issue 
of The Journal of Accounting Research.
Elijah Watts Sells Awards
Samuel I. Diamond, Jr., chairman of the Board 
of Examiners, presented the Elijah Watt Sells 
Awards to candidates who had received the high­
est grades at the November 1968 and May 1969 
CPA examinations.
For the November examination, the gold 
medal was awarded to James T. Dildine, a con­
sultant on the management advisory service staff 
in the Philadelphia office of Price Waterhouse & 
Co., and the silver medal was given to William 
H. Barnes, a staff accountant in the Hagerstown, 
Maryland, office of Main Lafrentz & Co.
For the May examination, the gold medal was 
presented to Richard W. Pitzner, a candidate for 
the M.B.A. degree from the University of Wis­
consin Law School, and the silver medal was 
awarded to Gerald H. Banwart, a staff account­
ant in the Davenport, Iowa, office of McGladrey, 
Hansen, Dunn & Company.
Presentation of the Lester Witte Award
President Kent presented an annual award, 
sponsored by the Lester Witte Foundation, for 
the best article published in the Practitioners 
Forum of The Journal of Accountancy. This 
award covered the period July 1968 through 
June 1969 and was won by Robert K. Whipple, 
a partner of Whipple, Thruston & Co., in In­
dianapolis. His article, entitled "Public Con- 
trollership,” appeared in the September 1968 
issue.
The award consists of a $100 cash prize and a 
lettered plaque.
Report of the committee on awards
Louis H. Penney, chairman of the committee 
on awards, presented the AICPA Gold Medal 
Award for Distinguished Service to Herman W. 
Bevis, a former AICPA vice president and re­
tired senior partner of Price Waterhouse & Co.
Mr. Bevis addressed the members briefly and 
expressed his thanks.
Election of officers and members of Council
The chairman announced that the next order 
of business was the election of officers and mem­
bers of Council for the ensuing year.
Marvin L. Stone, chairman of the committee 
on nominations, presented the committee’s re­
port.
Mr. Stone placed in nomination Louis M. 
Kessler of New York for election as president. 
It was moved and seconded that the nominations 
be closed and that the secretary cast one ballot 
for the election of Mr. Kessler. The motion was 
carried, the ballot was cast and Mr. Kessler was 
declared duly elected.
The following members, proposed for the of­
fices of vice presidents and treasurer, were nom­
inated by Mr. Stone:
Vice Presidents 
Marshall S. Armstrong, Indiana 
Winston Brooke, Alabama 
Stanley D. Ferst, Pennsylvania 
Kenneth L. Thompson, California
Treasurer 
Walter E. Hanson, New York
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of the candidates named. 
The motion carried, the ballot was cast and the 
candidates were declared elected.
Mr. Stone moved that the following be elected 
members of Council:
For Council Members at Large 
( Three-year-terms )
Lorin H. Wilson, California
9Sidney Davidson, Illinois 
Ivan O. Bull, Iowa 
Norman Cogliati, New Jersey 
John C. Biegler, New York 
Philip L. Defliese, New York 
LeRoy Layton, New York
For Members of  Council 
(Three-year terms)
James E. Money, Alabama
Richard J. Turigliatto, Arizona
James B. Kuhn, California
Walter C. Frank, California
Henry T. Maschal, California
Leon C. Steres, California
A. Jay Bruch, California
Gordon W . Tasker, Connecticut
Byron P. Harris, Georgia
R. Neal Fulk, Illinois
Clifford T. Fay, Jr., Illinois
Howard M. London, Illinois
Herschell J. Umbaugh, Indiana
Robert J. Alexander, Iowa
Robert I. Cory, Kansas
Nolen C. Allen, Kentucky
Joseph P. Jones, Kentucky
Sidney A. Champagne, Louisiana
David M. Gruber, Maryland
Robert Boyer, Massachusetts
Robert O. F. Bixby, Massachusetts
Chauncey A. Norton, Michigan
Max Myers, Missouri
Arthur L. Breakstone, New Jersey
Nathan Honig, New York
Gordon F. Gardner, New York
Edward L. Lawson, New York
Francis G. Connelly, New York
F. Robert Gilfoil, Jr., New York
J. William Stewart, Jr., North Carolina
Blaine C. Lisk, Ohio
Lawrence H. Baberick, Pennsylvania
Armand D. DuRocher, Rhode Island
S. Herbert Rhea, Tennessee
Gordon N. George, Texas
Harry E. Ward, Texas
Robert L. Block, Washington
For Members of Council 
(Two-year terms)
Elmer Thierman, Arizona 
Ralph T. Bartlett, New Jersey 
John W. McCormack, New Jersey
For Council Member at Large 
(Two-year term to fill vacancy)
James VanderLaan, Colorado
For Council Member at Large 
(One-year term to fill vacancy)
Donald J. Bevis, New York
For Members of Council
(One-year terms to fill vacancies)
Robert S. MacClure, Illinois 
J. Littleton Daniel, Oklahoma
The motion for election of the candidates 
named was put to a vote and carried, and the 
members were declared elected.
Election of committee on nominations
The chairman announced that the next order 
of business was the election of five members of 
the committee on nominations for the current 
year, stating that in accordance with the bylaws, 
the Council had elected Ralph E. Kent, New 
York, and Edward A. DeMiller, Jr., Mississippi, 
as the members of Council to serve on the nom­
inating committee, the first named to serve as 
temporary chairman until the committee elected 
a permanent chairman. The following members 
—neither officers nor members of Council—were 
nominated:
Bernard Barnett, New York 
Warren B. Cutting, New York 
George M. Horn, Illinois 
A. Martin Sterling, Georgia 
Robert S. Warner, California
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of the candidates named. 
The motion carried, the ballot was cast and the 
members named were declared elected.
Revision of Code of Professional Ethics
The chairman presented for discussion the 
proposed amendments to the Code of Profes­
sional Ethics. The proposed amendments, which 
had previously been approved by Council, will 
be sent to all members for a mail ballot.
Adjournment
The meeting adjourned sine die at 11:45 a .m .
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in the area of ethics,” he said. "At any given mo­
ment, a CPA can be held responsible to at least 
four, and possibly more, enforcement agencies: 
the state board of accountancy, his state society, 
the American Institute, and one or more federal 
government agencies, such as the SEC or the 
Treasury Department.
"While the codes of ethics of most state 
boards and state societies are essentially similar 
to that of the Institute, interpretation of the 
rules varies greatly from jurisdiction to juris­
diction. There are even legal inconsistencies in 
the various codes.. . .
"If the public, the government and our clients 
are not to lose faith in us, we must find a more 
effective way to establish and enforce ethical 
standards.”
As a possible solution to the problem, he sug­
gested an arrangement whereby "a CPA would 
be required to belong to a state society in order 
to practice in that state. Under such an arrange­
ment,” he went on, "it seems axiomatic that prac­
ticing CPAs should also be required to be mem­
bers of their national organization. Concurrent 
membership would be automatic for all CPAs 
practicing in the country and would be required 
by state law.”
Mr. Kessler asked for the written views of 
state society members on the proposal and said, 
"If it seems warranted, I will ask that the pro­
posal be explored further by the Institute. . . .  if 
the profession decides that concurrent member­
ship would be to its advantage, the problems of 
mechanics can be readily solved.”
In addition to Mr. Kessler’s speech, there were 
addresses by John Lawler, AICPA administrative 
vice president, and Nancy Myers, manager of 
AICPA state society relations, on the long-range 
objectives of the profession. A workshop session 
on management of professional associations was 
conducted by Professor James L. Hayes, dean of 
the School of Business Administration, Duquesne 
University, which included a talk by Jack Brooks, 
executive director of the Connecticut Society of 
CPAs, on state society operating manuals.
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